MANAGEMENT BOARD’S REPORT

on activities of the PGE Capital Group
for the 3-month and 9-month period

ended September 30, 2021

Prowadzimy w zielonej zmianie



Management Board’s report on activities of the PGE Capital Group
for the 3-month and 9-month period ended September 30, 2021 /’

Polska Grupa
P GE Ei nergeryczrﬁi

TABLE OF CONTENTS
KEY FINANCIAL RESULTS OF THE PGE CAPITAL GROUP...........rinniniinninnens 3

1.

5.

PGE Capital GFOUP ...ttt tecessneesseseessa e se s s s naessrnse s e e s snassrnaensee s ae s sanneasseesannns 4
1.1. CRAFACLEIISEICS OFf @CEIVIEIOS vttt et e et et et v eas et e eas s e et e test e sess e s et e ranatereasseneenseneasrsen 4

Electricity market and regulatory and business environment............cccoevrveeennn 6

2.1. I F=Talgol=TotoTg o] pal (ol =T a Vo] o s a =] o] SO UN )
2.2. MEFKEE EIVIFONITIEIL ...ttt st sesat sttt sttt st st e s st e st s et s s e s et sse s et e e s e be et e be et et et e sesenssnerennenen
SITUATION IN THE NATIONAL POWER SYSTEM (NPS)
ELECTRICITY PRICES — DOMESTIC MARKET ..ot

ELECTRICITY PRICES - INTERNATIONAL MARKET ..o,

2.3. PHICES OF COIEI ICAEES ...ttt eeat e st e e et et e s et ens et e e st et et et eseeasas e e sranaseennsereensenenen
2.4. Prices Of COz @MUSSION TTGIALS .......ouoiiiieieee et st bbb bbbt b s
2.5. CO; emission rights granted fre€ Of CRAIGe......... ettt
2.6. REGUIGEOTY EINVITOMITIEIIE ...ttt et e e st e s s s s es et s en e en st enes
DOMESTIC REGULATORY ENVIRONMENT .....oooeeeeeeeteeeeeeesstetetete e eae et tesss e s ena s sa st enesess s s s s sasansssssans
INTERNATIONAL REGULATORY ENVIRONMENT ....oovveiiieeiiieieicieicteeets ettt enesa bbb s eses s en st ens

Activities of PGE Capital GrouUp ...ttt sree e s e e s sas s sneessne e s e s s ansnmns
3.1. MEIN DUSINESS SEGITIENES ...ttt et eas ettt e st e e et e eta et et et eseass et eseenseseessasesssb et esseasarennas
3.2. PGE Group's key financial reSUItS ............ocoviiveeeiiissieeeiteeeess e
3.3. OPperational SEGIMENTS ...ttt
DISTRICT HEATING ...ttt s et enes e s st s et et s em et e s e et s et s e s et e s e s et esesns e s s
3.4. Significant events of the reporting period and subsequent eVents............cccoeveeeeeeveeveeeseeereenrenns 759

Other elements of the report ... e e as
4.1. Significant changes in organisation of the Capital Group
4.2. Publication of financial fOr@Casts........c.cccoueiveioveiiieiiieieeiiiecieieeins ettt e et et et et eteenaas
4.3. Information about shares and OtREI SECUITEIES ...........c.ccoieveviieiiiiieiieeieieien et ese et es s

Statement of the Management Board on the reliable preparation of the financial

L ot =] =T 0 U 96

6.

Approval of the Management Board’s Report......... e esnenenes 97

e Lo ==t T T ST O 98

2 of 102



Management Board’s report on activities of the PGE Capital Group

for the 3-month and 9-month period ended September 30, 2021 S poiska Grupa
P GE Energetyczna

KEY FINANCIAL RESULTS OF THE PGE CAPITAL GROUP

Period Period
8 g ® ended ended %
LG AILELHEINE ] Q3 2021 Q3 2020 % change September September change
30, 2021 30, 2020
Sales revenues mPiIIiiT)n 10 942 10 320 6% 32 850 33 096 -1%
EBIT i 972 469 107% 4130 740 458%
EBITDA m'?l';i':‘m 2110 1546 36% 7 364 4351 69%
EBITDA margin % 19% 15% 22% 13%
Recurring EBITDA i 1941 1574 23% 6 160 4691 31%
Recurring EBITDA margin % 18% 15% 19% 14%
Net profit/loss N 545 260 110% 3264 -377 -
Capital expenditures mPiIIIi':lm 822 1264 -35% 3 069 3768 -19%
Net cash from operating activities mPiIIii'gn 4 515 2 866 58% 7 805 8175 -5%
Net cash from investing activities mPiIIIiT)n -978 -1233 -21% -3 054 -4 682 -35%
Net cash from financial activities i -689 -310 122% 677 -1463 -54%
8 g As at As at
LGy uliE AR B September 30, 2021 December 31, 2020
Working capital PLN million 2130 71 2 900%
Net debt!/LTM EBITDA? X 0.29 1.22
Period Period
One offs and temporary items o ended ended %
affecting EBITDA Q2025 Q3 2020 % change September September change
30, 2021 30, 2020
Change of reclamation provision L -5083 0 - 424 -434 -
9 P million
Change of actuarial provision PLN 35 0 - 52 -40 -
9 P million
Reversal of provision for Voluntary Leave PLN 0 8 _ 11 8 .
Programme million
LTC compensations mPiIIIiT)n 1 0 - 5 41 -88%
Reversal of provision for the risk of PLN
returning the equivalent of EUA received million 0 0 = 0 121 o
by ZEDO
Temporary items - rollover of transactions PLN 641 0 _ 712 0 B
hedging the price of emission allowances* million
Total PLN 169 -28 - 1204 -340 -
million

! In order to standardise the reporting of net debt (adjustment to the method of calculating covenants in loan agreements), starting from
the results for H1 2021, there’s been a change in the presentation, which also results in a change in the comparable periods (as at
December 31, 2020), i.e. restricted cash items include only the funds in PGE Dom Maklerski S.A. clients’ accounts as collateral for
settlements with IRGIT (the Warsaw Commodity Clearing House).

2 LTM EBITDA - Last Twelve Months EBITDA.
3including change of technical assumptions PLN -1 069 m and result of change of discount rate PLN +561 m.

4 Temporary effect of rollover of EUA contracts DEC 21 for JAN 22 without effect on FY results. Effect improving the result for period Q1-
Q3 2021 will be cancelled out in Q4 2021.
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1. PGE Capital Group

1.1. Characteristics of activities

Capital Group of PGE Polska Grupa Energetyczna S.A. ("PGE Capital Group”, the “Capital Group”, “PGE Group”,
the “Group”) is the largest vertically integrated producer of electricity and heat in Poland. With a mix of own
fuel sources, generation assets and distribution network, PGE Group provides a safe and reliable supply of
electricity to more than five million households, businesses and institutions. Moreover, PGE Group is the largest
heat producer in the country.

The parent company of PGE Capital Group is PGE Polska Grupa Energetyczna S.A. (also “"PGE S.A.”, “PGE”,
the “"Company”). PGE Group organizes its activities in seven operating segments:

@ CONVENTIONAL GENERATION

Core business of the segment includes extraction of lignite, production of electricity and heat from conventional
sources.

125
. DISTRICT HEATING

The core business of the segment includes production of electricity and heat from conventional sources as well
as transmission and distribution of heat.

. RENEWABLES

The core business of the segment includes electricity generation from renewable sources and in pumped-
storage power plants and provision of ancillary services.

@ SUPPLY

The core business of the segment includes wholesale trading of electricity on domestic and international
market, sale of electricity to final off-takers, trading of CO; allowances and energy certificates and fuels and
provision of services of the Corporate Centre to companies from the PGE Group.

. DISTRIBUTION

The core business of the segment includes supply of electricity to final off-takers through the grid and HV, MV
and LV infrastructure.

@ CIRCULAR ECONOMY

The core business of the segment is the management of combustion by-products.
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PGE ~ Logonens
@ OTHER OPERATIONS

Other operations include provision of services, through the subsidiaries, to PGE Group, which include
organisation of capital raising in form of Eurobonds (PGE Sweden), provision of IT, payroll and HR services,
transportation, management of investment funds and investing in start-ups.

The composition of the Capital Group is presented in note 1.3 to the consolidated financial statements.
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2.1. Macroeconomic environment

PGE Group’s main operating area is Poland, and the domestic macroeconomic backdrop has a substantial
impact on Group’s results. At the same time, the condition of Poland’s economy remains largely tied to the
situation across the European Union and in global markets. The Group’s financial results are affected by both
the situation in specific segments of the economy and the financial markets, which affect the terms of PGE
Group’s debt financing.

As a rule of thumb, there is a historical correlation between change in electricity demand and change in the
rate of economic growth in Poland. Considering PGE Group’s position on the Polish power generation market,
as well as its substantial share in the electricity sales and distribution market, changes in power and heat
demand may have a significant impact on the Group’s results.

The lifting of pandemic restrictions introduced in the winter of 2020/21 had an impact on a gradual
improvement in the socioeconomic situation in the country in the third quarter of 2021, comparing to the
previous year.

An improvement in the socioeconomic situation and higher air temperatures in the summer period led to an
increase in gross electricity consumption in the third quarter of 2021 by almost 5% vy/y.

Economic trends in the third quarter of 2021 were driven by lifting pandemic restrictions and moved closer to
the pre-pandemic trend. The Central Statistical Office of Poland reported that in the third quarter of 2021,
GDP growth amounted to 5.1% y/y as compared to a decrease of 1.5% in the same period last year. According
to economists of PKO BP, private consumption remained the main growth factor.

Chart: Seasonally adjusted GDP change vs. change in domestic gross electricity consumption.
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Source: EC, Central Statistical Office of Poland, Polskie Sieci Elektroenergetyczne S.A. ("PSE S.A.”)

The Purchasing Managers' Index (“"PMI"”) reflects the positive impact of the efforts being undertaken to rebuild
the economy following the COVID-19 pandemic. The manufacturing PMI figures for Poland in the third quarter
of 2021 showed optimism in the industry. The average manufacturing PMI in Poland in the third quarter of
2021 was 55.7 points, denoting a 8% vy/y increase. A score above 50.0 points means that the surveyed
managers expect the situation in the sector to improve. At the same time, PMI readings in the third quarter
of 2021 declined from month to month, mainly due to a weaker pace of growth in production and new orders.
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In both of these cases, the pace of expansion was marginal, and the lowest since April 2021 due to difficulties
in procuring the means of production and problems with transport, which contributed to serious delays in the
delivery of raw materials to Polish factories. Polish industry is influenced by the condition of industry in the
Eurozone, where PMI in the third quarter of 2021 reached 60.9 points, compared to 52.2 points last year (up
by almost 17% y/y). The PMI for industry in the eurozone was also in decline from month to month in the
third quarter of 2021, because expanding economic activity is being blocked by extended delivery times for
raw materials and components, resulting from market shortages due to both strong demand for industrial
goods and disruptions in logistics stemming from COVID-19 restrictions.

Chart: Manufacturing PMI in Poland and Eurozone (in points).
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Source: Markit Economics

Development in the Polish economy is reflected by inter alia dynamics in overall industrial production. In the
third quarter of 2021, industrial production sold was higher than in the same period last year, which was the
effect of a considerable lifting of restrictions imposed due to the COVID-19 pandemic. In the third quarter of
2021, growth in industrial production sold reached on average 10.6% in comparison with the same period of
the previous year. Despite problems with raw materials availability and logistics on a global level, industrial
production was in a positive trend in spite of declines recorded in the automotive sector. In the period January-
September 2021, industrial production sold was 15.5% higher than in the same period last year, when it
decreased by 3.2%.
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2.2. Market environment

SITUATION IN THE NATIONAL POWER SYSTEM (NPS)

Table: Domestic electricity consumption (GWh).
Q1-Q3 Q1-Q3

2021 2020 70 change
Domestic electricity consumption 42 217 40 229 5% 128 582 120 869 6%
Wind farms 2 499 2221 13% 9 261 10 080 -8%
ch‘)‘\j,\‘fesrtr;?;rf[‘:rma' hard-coal fired 23 253 17 607 32% 67949 51 442 32%
LT;jrl{ltsstnal thermal lignite fired power 12 028 9 862 22% 33238 28 531 16%
Industrial gas-fired power plants 3075 3235 -5% 9 512 9 868 -4%
International trading balance -1 019 3728 - 2 253 10 275 -78%
Other (industrial plants, hydro power 2381 3576 -33% 6 369 10 673 -40%

plants, other RES)*

Source: PSE S.A. data.
Q3 2021

Domestic consumption electricity increased in the third quarter of 2021 (mainly due an increase in the Polish
economy'’s energy demand due to the lesser impact of the coronavirus pandemic) by 2.0 TWh compared to
the base period. Due to increased installed capacity, wind generation increased by 0.3 TWh y/y. In addition,
due to the situation in neighboring countries, net imports decreased by 4.7 TWh y/y (in the third quarter of
2021, per saldo Poland was electricity exporter). As a result, more energy produced in utility hard coal-fired
power plants (approx. +5.6 TWh) and lignite-fired power plants (approx. +2.2 TWh) was needed to balance
the power system.

! From January 1, 2021, power stations located at industrial complexes are classified as utility thermal power stations. It is
not possible to historically classify them this way, which is why 2021 should be treated as a transitional period. The new
classification results from changes introduced to PSE S.A.’s IT systems in connection with the necessity to introduce changes
resulting from the following documents approved by the President of the Energy Regulatory Office ("URE”): Amendments
no. 1/2020 of Balancing Terms, Update Sheet no. CK/13/2020 for the Transmission Network Code (“IRIESP”) — Terms for
use, operation and planning of network development, and Update Sheet no. CB/28/2020 IRIESP - System balancing and
managing system constraints.
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Chart: Energy balance in the NPS in the third quarter of 2021 y/y (TWh)

TWh

50
49
48
47
46
45

44 -

43
42
41
40
39
38
37
36

Domestic
consumption
of electricity

Q3 2020

40.2

A wind
0.3

Alignite fired
power plants
2.2
A hard coal fired
power plants
5.6

A gas fired

plants
-0.2

A crossborder
trade balance
-4.7

Domestic
consumption
of electricity

Q3 2021

42.2

A other

-1.2

Source: own work based on data from PSE S.A.

Q1-Q3 2021

On a cumulative basis, domestic demand for energy grew by 7.7 TWh from the base year. Due to lower winds,
wind-based generation declined by 0.8 TWh y/y. In addition, due to price differentials at transborder
connections, net import decreased by 8.0 TWh in comparison with the same period of last year. As a result,
more energy produced in utility hard coal-fired power plants (16.5 TWh) and lignite-fired power plants (4.7
TWh) was needed to balance the power system.

Chart: Energy balance in the NPS in the Q1-Q3 2021 y/y (TWh)
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Source: own work based on data from PSE S.A.
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ELECTRICITY PRICES - DOMESTIC MARKET

DAY-AHEAD MARKET (RDN, SPOT MARKET)
Q1-Q3 Q1-Q3

2021 2020 i i lieE
RDN - average price  PLN/MWh 404 231 75% 324 196 65%
RDN - trading TWh 8.21 6.73 22% 23.33 21.11 11%
volume

ANALYSIS - SELECTED PRICE FACTORS AFFECTING RDN QUOTATIONS

Q1-Q3 Q1-Q3

2021 2020 0 LTS
CO2 emission rights EUR/t 57.18 27.56 107% 49.02 23.53 108%
Polish Steam Coal
Mokt T PacMI-1 PLN/GJ 11.44 11.78 -3% 11.44 11.95 -4%
Wind generation NPS TWh 2.50 2.22 13% 9.26 10.08 -8%
Ratio: wind generation/ % 6% 6% 7% 8%

NPS consumption

Ratio: international
trading/ NPS % - 9% 2% 9%
consumption

In the three quarters of 2021, the average electricity price on the day-ahead market was PLN 324/MWh and
was higher by 65% than average price (PLN 196/MWh) in same period in the preceding year. The increase in
energy prices resulted from two events - higher demand for electric energy, resulting mainly from a rise in
the energy intensity of the Polish economy and a slowdown of the COVID-19 pandemic, along with a lower
coverage of demand with energy generated in cheaper sources. In comparison to the same period of last year,
demand for electricity went up by 7.7 TWh, the balance of transboundary exchange declined by approx. 8.0
TWh and generation from wind assets in the National Power System decreased by 0.8 TWh.

Chart: Average monthly prices at the day-ahead market in 2020-2021 (TGE).*
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* Average monthly RDN prices calculated on the base of hourly quotations (fixing).
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FORWARD MARKET

BASE Y+1 - average price  PLN/MWh 375
BASE Y+1 - trading volume TWh 30.95
PEAKS Y+1 - average price PLN/MWh 418
\F/)ElﬁfnSeYH - trading TWh 3.60

235
27.88
276

3.61

60%
11%
51%

0%

Q1-Q3 Q1-Q3

2021 2020 % change
336 233 44%
76.09 97.66 -22%
374 277 35%
8.90 10.06 -12%

Electricity prices on forward market are shaped by the similar fundamental factors, as the prices on the Day-
Ahead Market described above. The observed forward market price increase y/y for the whole year for
BASE_Y+1 is related to increased demand for electricity and very high prices of COx.

Chart: Average monthly prices on the forward market in 2020-2021 (TGE).*
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* Monthly average index level for forward contracts for the next year (Y+1), baseload and peak, weighted by the trading

volume.
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ELECTRICITY PRICES - INTERNATIONAL MARKET
WHOLESALE MARKET (COMPARISON OF DAY-AHEAD MARKETS)

Chart: Comparison of average electricity prices on Polish market and on European markets in the third quarter
of 2021 (prices in PLN/MWh, average exchange rate EUR/PLN 4.57).

Source: TGE, EEX, Nordpool

Chart: Evolution of spot market prices.
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Source: TGE, EEX, Nordpool

In the third quarter of 2021, the y/y increase in prices on neighbouring markets ranged between PLN 268 and
PLN 283/MWh (i.e. approx. 175-183%), whereas in Poland the average prices were higher by PLN 173/MWh
y/y (approx. 75%). The price spread between Poland and neighbouring countries is largely due to differences
in realized coal prices in the country and abroad. The price of hard coal in ARA (Amsterdam-Rotterdam-
Antwerp) ports rose by 54% y/y, while the domestic PSCMI-1 decreased by 5% over the same period.
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Chart: Hard coal indices ARA vs PSCMI-12
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Source: ARP, Bloomberg (API21MON OECM Index), own work.
INTERNATIONAL TRADING
Chart: Monthly imports, exports and cross-border exchange balance in 2020-2021.
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Source: own work based on PSE S.A. data.

2 The comparison is illustrative only. Methodologies of counting the ARA and PSCMI-1 indexes are different. Among other
things, the ARA index includes insurance and delivery costs. The PSCMI-1 is an ex-mine index without insurance and delivery
costs. Standards for calculating the caloric values are also different (ARA - 25.12 GJ/t vs. PSCMI-1 caloric value - range 20-
24 GJ/t). The aim is to compare the trend and not the absolute level. For illustration purposes ARA index is recalculated
from USD/t to PLN/GJ.
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Chart: Quarterly trading volumes - import, export and international trading balance in years 2009-2021.
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Source: own work based on PSE S.A. data.

In the third quarter of 2021, Poland became a net exporter of electricity, and the commercial exchange balance
was 1.0 TWh (2.3 TWh import, 3.3 TWh export) and was lower by 4.7 TWh on a y/y basis. Import from Sweden
(0.7 TWh), Germany (0.7 TWh, with export at 1.3 TWh) and export to Slovakia (1.2 TWh) had the largest
impact on the balance of commercial exchange.

In the first three quarters of 2021, the balance of commercial exchange reached 2.3 TWh (import 7.8 TWh,
export 5.5 TWh) and was 8.0 TWh lower on a y/y basis (i.e. by approx. 78% y/y) than in the same period last
year. Import from Sweden (2.5 TWh), Germany (1.7 TWh, with export at 2.3 TWh), Czech Republic (1.5 TWh)
and export to Slovakia (1.5 TWh) had the largest impact on the balance of commercial exchange.

Chart: Geographical structure of commercial exchange in the third quarter of 2021 (in GWh).
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Source: own work based on PSE S.A. data.
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Chart: Parallel exchange balance 3: average vs. maximum hourly flow in particular months.
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Source: own work based on PSE S.A. data.

Global increase in fuel prices (which translate into an increase in the costs of electricity production from natural
gas and hard coal) and, additionally, lower windiness translated into an increase in energy prices in neighboring
countries, which in turn limited electricity imports to Poland.

3 Parallel exchange — exchange between synchronised system on borders with Germany, Czechia and Slovakia
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RETAIL MARKET

The diversity of electricity prices for retail customers in the European Union depends both on the level of the
wholesale prices of electricity and fiscal system, regulatory mechanism and support schemes in particular
countries. In Poland in the first half of 20214 an additional burden (over sale price and cost of electricity
distribution) for individual customers accounted for 41% of the electricity price and in comparison to EU
average of 39%. In Denmark and Germany the proportion of additional charges in the price of electricity
exceeded 50%.

Chart: Comparison of average prices for individual customers in selected EU countries in the first half of 2021
(prices in PLN/MWh, average exchange rate EUR/PLN 4.47).

Source: own work based on Eurostat data.

4 Eurostat data on retail market are published in semi-annual intervals.
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Chart: The share of additional charges in electricity prices for the individual customers in selected EU countries
in the first half of 2021 (prices in PLN/MWh, average exchange rate EUR/PLN 4.47).
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Source: own work based on Eurostat data.

2.3. Prices of certificates

In the three quarters of 2021 the average price of green certificates (index TGEozea) reached PLN 164/MWh
and was higher by 20% compared to the analogical period of the previous year. An obligation to redeem green
certificates has remained unchanged in 2021 as compared to 2020 (19.5%). The decreased demand for
certificates is related mainly to lower pace of electricity contractation for final off-takers and uncertainty with
regard to the redemption requirement in 2022. Moreover, a 15-year support period for first installations that
had entered the system in 2005, ended in 2020.

Chart: Average quarterly prices of green certificates (TGEozea).
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2.4. Prices of CO, emission rights

EUA (European Union Allowances) prices are one of the key factors determining wholesale energy prices and
PGE Group’s financial results. Installations emitting CO; in the process of electricity or heat production bear
the expenses for purchasing EUA allowances to cover the deficit (i.e. the difference between CO; emissions at
PGE Group’s generating units and the free-of-charge allowances received under derogation in accordance with
the National Investment Plan). Wherein, last allocations granted free of charge were planned for realisation of
investment tasks for 2019. It means that the free allocations for electricity generation, in accordance with the
currently used method, ended when 2019 allowances were received.

Following a significant slump caused by the outbreak of the COVID-19 pandemic in mid-March 2020, the prices
of CO; emission allowances began recovering until reaching dynamic growth from November 2020. In the
three quarters of 2021, the weighted average price of EUA DEC 21 was EUR 49.02/t and was considerably
higher (by 108%) than the average price of EUR 23.53/t for the EUR DEC 20 instrument in the similar period
of the previous year.

Chart: Prices of CO, emission rights.
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Source: own work based on ICE exchange quotations

2.5. CO; emission rights granted free of charge

The Group received emission allowance allocations for heat generation for 2020 on April 23, 2021, after
verification of asset and financial reports for investments included in the National Investment Plan. Allocations
for electricity producers are no longer awarded from 2020.

OnJuly 7, 2021, the climate minister published a list of installations along with the final volume of CO, emission
allowances allocated for the production of heat for 2021-2025 in accordance with the Act of June 12, 2015 on
the ETS scheme.

The publication of this list is the final step in the process of determining the allocation of emission allowances

on the basis of reports concerning key data submitted by installation operators by June 30, 2019. The input
data for the allocation concerned the period 2014-2018.
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The publication of the list completes the process of determining the final volume of emission allowances
allocated to installations in accordance with Commission Delegated Regulation (EU) 2019/331 of December
19, 2018 determining transitional Union-wide rules for harmonised free allocation of emission allowances
pursuant to Article 10a of Directive 2003/87/EC of the European Parliament and of the Council.

The final volume of emission allowances published is subject to adjustment based on the average level of
production in the two years preceding the year for which emission allowances are granted. Data on production
levels is provided by March 31 of each year starting from 2021 in ALC reports. Based on this data, emission
allowance allocations are either decreased or increased if the average production level in the past two years
exceeds the £15% threshold (if the threshold is exceeded, the threshold in the following years will be £5
percentage points above 15%). The final volume of emission allowances granted to an installation is
determined on this basis. The adjustment will be performed on an annual basis in accordance with rules
specified in Commission Delegated Regulation (EU) 2019/1842 of October 31, 2019. The ALC reports
submitted by installation operators will be approved by the European Commission, which will issue a decision
approving the final volume of emission allowances. The allowances will be transferred to the installation’s
account in the EU register in 2021. The European Commission plans to issue the decision approving the grant
of emission allowances for 2021 in the fourth quarter of 2021.

The climate minister will publish in the Public Information Bulletin (BIP) the approved final annual volume of
emission allowances resulting from ALC reports pursuant to the Act of June 12, 2015 on the ETS scheme.

Table: Emission of CO; in the third quarter of 2021 broken down into electricity and heat production compared
to the allocation of CO, emission allowances for 2021 (in tonnes).

Allocation of COz emission rights
for 2021

CO: emissions in Q3 2021 *

Electricity 17 499 462 -
Heat 414 752 650 747
TOTAL 17 914 214 650 747

* Estimates, emissions not verified - the emissions will be settled and certified by the authorised verifier of CO2 emission
on the ground of yearly reports of volume of CO2 emissions.
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2.6. Regulatory environment

PGE Group operates in an environment with a significant impact of domestic and foreign regulations. Presented below is a summary of the most significant decisions,
which took place in 2021 and which could have an impact on PGE Group's operations in the coming years.

DOMESTIC REGULATORY ENVIRONMENT

Latest conclusions Next stage Impact on PGE Group

The bill on the amendment The amendment to the Energy Law contains a number The act entered into _ The proposed solutions
to the Energy Law. of changes of systemic importance, including: force on will affect all operating
CM list: UC 17 . comprehensive arrangements concerning the with certain segments of the PGE
Parliamentary document: energy storage issue, exceptions when the Group, in particular the
808 . the introduction of the obligation to install vacatio legis period Supply and Distribution
Act of May 20, 2021 on remote reading meters, was extended to 12, segments. The draft
amendment of the act — o the appointment of an energy market 24, 30, 36 months. prepares the market for
Energy Law, and certain information operator whose role will be to the further
other acts. establish and develop a Central Market implementation of
Information System (,,CSIRE"). directive 2019/944 on
common rules for the
internal market for

electricity.

The bill on the amendment The draft act includes, in particular, proposals for The deadline for Publication of The proposed solutions
to the Energy Law and the provisions implementing into the Polish legal system submitting comments draft following will have an impact on all

Renewable Energy Directive (EU) 2019/944 of the European Parliament was . consultations, of PGE Group’s operating
Sources Act. and of the Council of June 5, 2019 on common rules sent to Council segments, especially the
GLC list: UC 74 for the internal market in electricity and amending of Ministers for Supply and Distribution
Directive 2012/27/EU. further work. segments. The draft
The draft expands on the directions of changes in introduces or applies
regulations initiated in the act of May 20, 2021 on numerous EU laws
amendment of the act - Energy Law, and certain other addressing the electricity
acts. These include: market, including
. the technical ability to change electricity supplier directive 2019/944 on
within 24 hours, starting from 2026, common rules for the
. implementation of civic institutions of energy internal market for
communities, electricity, and grid
. the customer’s right to voluntarily and codes.

temporarily reduce electricity consumption
("DSR"), aggregation, contracts with dynamic
electricity prices,

. definition of the aggregator’s function on the
electricity market, along with its tasks and
authorisations,

. definition of demand response and active
customer on the energy market,
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. allow DSOs and TSOs to own certain energy
storage installations,

. expand the Energy Regulatory Office’s authority,

. regulations concerning system services,
flexibility services and changes in balancing,

. introduction of provisions introducing the
separation of transmission and distribution
activities from energy storage - (an energy
system operator, with the exceptions provided
for in the draft, cannot be the owner of and
cannot build, operate or manage an energy
storage system).

The bill on the amendment
to the Energy Law and the
Renewable Energy
Sources Act

GLC list: UD 162

The bill includes proposals for legislation to abolish the
exchange obligation and to tighten liability for
electricity market manipulations. The ERO President
will have at their disposal appropriate tools to prevent
abuses and attempted abuses in the electricity
market. According to the explanatory memorandum
to the bill, the abolition of the obligation is included in
the Polish Electricity Market Reform Implementation
Plan.

Comments submitted

during public
consultations were
published on

Submitted

for

further work in

the Council
Ministers.

of

The proposed change to

abolish the exchange
obligation will have no
adverse impact on the

PGE Group's operations.

Act amending the Act on
the Capacity Market and
certain other acts.

The bill promoter's intention is to align the Act on the
capacity market to the provisions of Regulation (EU)
2019/943 of the European Parliament and of the
Council of June 5, 2019 on the internal market for
electricity and to improve the capacity mechanism
taking into account lessons learned from organisation
of capacity auctions to date and the associated
processes (promulgation of regulations and rules,
definition of auction parameters, certification
processes).

the law was signed by
the President. It
entered into force on

with the exception of
Art. 6, (concerning
the provision of data
and information by
the Distribution
System Operator via
CSIRE), which comes
into force

The amendment is of key
importance for PGE
Group, the holder of a
significant stake in the
capacity market.

Act of December 17, 2020
on promoting electricity
generation in offshore
wind farms.

Parliamentary document:
809

The Act provides for enabling the development of

offshore wind power generation. Offshore wind farms

are important for the fulfilment of international

commitments in the field of renewable energy in the

long term. The key to these is to create legal

regulations that will stimulate the growth of this

sector.

The Act provides for:

. A support system for the offshore technology,
adjusted to its technical and economic
conditions, consisting in granting the so-called

the act was
signed by the
President of Poland. It
entered into force on

The act is of key
importance for the
development of offshore
wind farms and thus for
PGE Baltica sp. z 0.0., a
company responsible for
the implementation of
the Offshore Programme
at the PGE Group and
coordinating preparations
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right to cover the negative balance to be
calculated on the basis of the offshore
installation's LCOE.

. modifications of administrative procedures
related to the investment process, taking into
account the specificity of the project to construct
offshore wind farms.

for the construction of
offshore wind farms.

The bill amending the Act
on renewable energy
sources and certain other
acts.

GLC list: UD 107
Parliamentary document:
1129

The bill envisages in particular:

. abolishing the concession obligation for facilities
below 1MW,

. extending the life of the discount/FIT
(guaranteed tariff scheme)/FIP (surcharge to
the market price) support system by 5 years
(possibility to enter the system while retaining a
15 years' period of support),

. introducing the obligation for the Minister of
Climate to publish, in advance, RES energy
volumes to be subject to support over the next
4 years,

. increasing the PV capacity threshold for PV
above which it is required to include facilities
and protection zones around them in local
zoning plans,

. possibility of executing lease contracts for the
State Treasury's agricultural property without a
tender between the National Center for
Agricultural Support ("KOWR") and capital
companies, as referred to in art. 1 sec. 1 of the
Act of March 18, 2010 on the special powers of
the Minister responsible for state assets and
their implementation in certain capital
companies or groups operating in the electricity,
crude oil and gaseous fuels sectors in order to
build, modernise or expand equipment or
installations related to generation of electricity,
ensuring safety and maintaining  the
functionality of property disclosed in the uniform
list of facilities, installations, devices and
services being part of critical infrastructure.

the act was signed by

entered into force on

The bill regards mainly
the RES segment,
extends the period within
which new RES projects
may apply for support. It
also facilitates planning
the development of this
segment by introducing
the obligation for the
Minister of Climate to
publish the schedule and
capacity volumes for RES
which may apply for
support in the next 4
years.

Draft act on amendment
of act on renewable
energy sources and
certain other acts.

Sejm print no.: 1382

The act introduces a change in the settlement method
for renewable energy prosumers by replacing the
current discount system, which provides for the
possibility of storing energy in the grid and consuming
it at any other time, with a net billing system, which
means that energy is ultimately valued according to

The act will be
debated by the
adopted the act and
submitted for further
work in the Senate.

The draft is of key
importance for the
Supply segment, which
currently has obligations
to settle with prosumers
and pay a distribution fee
on their behalf to DSOs,
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the value from the hour of generation and hour of
consumption.

Furthermore, the act requires prosumers entering the
system from January 1, 2022 to pay a distribution fee
(previously paid on behalf of prosumers by energy
vendors).

In order to enable vendors to settle with prosumers,
the act requires DSOs to provide vendors with detailed
metering information. Vendors will be required to
provide detailed billing information to prosumers via a
dedicated ICT system.

The act also introduces the institution of collective
prosumer (effective from January 1, 2022) and virtual
prosumer (effective from July 2, 2024).

and for the Distribution
segment, which will be
required to collect and
compile metering data on
prosumers.

Amendment of the act on
investment in wind farms.
GLC ref. no. UD207

Modification of rule 10H - mitigation by allowing
municipalities to define in local spatial development
plans (after consultation with local communities) a
distance less than the statutory distance for wind
farms from residential buildings, but not less than
500 m.

The deadline for
submitting comments
to the draft act was

Publication of
draft, further
consultations or
submission of
draft to Council
of Ministers for
further work.

The draft is of
significance to the
development of the
Renewable Energy
segment.

The Act of April 15, 2021
amending the Act on the
greenhouse gas emissions
trading scheme and
certain other acts.

The Act is meant to transpose Directive (EU)
2018/410 of the European Parliament and of the
Council of March 14, 2018 amending Directive
2003/87/EC to enhance cost-effective emission
reductions and low-carbon investments, and Decision
(EU) 2015/1814 ("Directive 2018/410"), which
establishes the so-called Modernisation Fund to
operate in 2021-2030 and finance the modernisation
of large power facilities as well as smaller-scale

projects (insulation of single-family dwellings,
modernisation of district heating sources and
systems, development of low-carbon dispersed

generation).

Although the Act does not prejudge what projects will
receive financing, it provides that the function of the
national operator of the Modernisation Fund will be
held by the National Fund for Environmental
Protection and Water Management (Narodowy
Fundusz Ochrony Srodowiska i Gospodarki Wodnej,
NFOSiGW). In consequence, the Fund will provide
project financing within the framework of the
NFOSiIGW's priority programmes.

the bill was passed by
the Sejm, aside from
exceptions, the Act
went into effect on

The Act can open the way
to apply for financing for
PGE Capital Group
investment projects.
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The bill on amendments to
the Electromobility and
Alternative Fuels Act and
certain other acts.

Within the scope of its regulations, the bill transposes
into Polish law a number of EU directives, including in
particular Directive (EU) 2019/944 of the European
Parliament and of the Council of 5 June 2019 on
common rules for the internal market in electricity and
amending Directive 2012/27/EU, as regards the
construction of charging stations by DSOs. The
proposed act in its latest wording provides for the
removal of the so-called intervention mechanism for
building the charging infrastructure. According to the
proposed act, DSOs will not be responsible for the
construction of missing charging points in
municipalities that were required by the Act on
electromobility to reach a certain number of charging
points.

the project
was adopted by the
Council of Ministers.

the bill was
adopted by the Sejm
and submitted to the
Senate.

The act will be
debated by the
Senate at its
session on

The proposed regulations
will have no adverse
impact on the operations
of the PGE Group. The
removal of the so-called
intervention mechanism
is associated with the
abolition of obligations
imposed on Distribution
and Supply segments.

Draft act amending the act
on maritime safety and
the act on maritime areas
of the Republic of Poland
and maritime
administration.

The draft act contains provisions aimed at ensuring
safety during the construction and operation of
offshore wind farms in the Polish exclusive economic
zone of the Baltic Sea and equipment for the off-take
of power from these installations. To achieve this goal,
the legislation provides for the implementation of
appropriate oversight mechanisms over the design,
construction and operation of offshore wind farms,
including a certification system and oversight
activities related to the investment implementation
process.

a meeting of
the Legal Committee
was held, during
which the need to
introduce
modifications to the
draft was discussed.
Substantive
amendments to the

draft are to be
examined by the
Permanent

Committee of the

Council of Ministers.

Submission  to
the Permanent
Committee of
the Council of
Ministers

The draft is of
significance to
investments in the
development of offshore
wind farms. The

introduction of excessive
certification mechanisms
may delay the
investment and increase
the cost of the
investment to develop
offshore wind farms.
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The regulation of the
Council of Ministers on the
maximum quantity and
value of electricity from
renewable energy sources
that may be sold by
auction in 2021.

The aim of this regulation is to facilitate auctions to
take place in 2021, thus continuing the upward trend
in the use of renewable energy sources, which will
contribute to the fulfilment of new EU obligations.

The draft regulation
was published on

and, bypassing public
consultations, was
promulgated on

The regulation
entered into force on

The regulations will make
it possible to place the
Group's photovoltaic
projects in  auctions
scheduled for 2021.

Regulation of the Minister
of Climate and
Environment on reference
price for electricity

from renewable sources in
2021 and periods
applicable to producers
that win auctions in 2021.

Important parameters for renewables auctions that
are to be held in 2021. Small changes in relation to
the 2020 prices.

Regulation adopted
on

Important from the point
of view of planning and
development of RES
investments in the PGE
Capital Group.

Act amending the Act on
disclosure of information
about the environment
and its protection, public
involvement in
environmental protection
and environmental impact
studies and certain other
acts.

The Act aims to transpose the EIA Directive
(specifying the principles of environmental impact
assessment) as regards Article 11(1) and (3), i.e.
regulations concerning public access to justice in the
area of the environment by granting environmental
organisations new powers affecting the possibility to
use decisions on environmental conditions of projects
significantly affecting the environment and to obtain
further investment decisions in the investment and
construction process.
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Regulation of the Minister
of Climate and
Environment on the
change in the volume
share of electricity
resulting from redeemed
certificates of origin
confirming the production
of electricity from
renewable energy sources
in 2022.

Climate and Environment
Ministry list: 638

The regulation specifies the level of the obligation to
redeem certificates of origin for energy from
renewable sources ("PM OZE") for the so-called
obligated entities in 2022. The regulation reduces
the level of the obligation for PM OZE (the so-called
green certificates) by 1pp - from 19.5% to 18.5% -
compared to the level in effect in 2021. At the same
time, the justification to the regulation provides for
the possibility of further lowering the level of the
obligation in the coming years.

The regulation was
published in the
Journal of Laws and
went into effect on

The reduced level of the
obligation may slow down
the growth in Renewables-
segment revenue from the
sale of PM OZE. At the same
time, it reduces the burden
on the Supply segment with
the need to purchase a
certain amount of PM OZE in
relation to the volume of
electricity traded.

Draft regulation of the
Minister of Climate and
Environment on technical
requirements, connection

conditions and
cooperation of micro-
installations  with  the
power system

Government  Legislation

Centre list: UD 19

The draft regulation implements the authorisation
contained in art. 9 sec. 4a of the act - Energy Law,
which imposes an obligation on the Minister
responsible for climate to determine :

. technical requirements for connecting micro-
installations to the grid and the conditions for
its cooperation with the power system,

. conditions for connecting micro-installations
to the grid and the mode of:

e issuing connection conditions for this
installation,

e notifying the connection of the micro-
installation .

In accordance with the guidelines contained in the
statutory authorisation, when specifying the above-
mentioned elements, the need to increase the share
of electricity generated by renewable energy
prosumers in micro-installations in the country's
energy balance, safety and reliable operation of the

following negotiations
the draft was sent to
be examined by the
Legal Committee at
the Government
Legislation Centre.

Examination of
the draft by the
Legal Committee
and submission of
the draft  for
signature by the
Minister.

The draft regulation has a
significant impact on the
Distribution segment as
regards the connection of
micro-installations to the
distribution grid and the
Supply segment as regards

prosumers' settlements,
including for sellers
obligated to purchase

electricity introduced to the
distribution grid from micro-
installations.

The Distribution segment
will be required to register
and share metering data on
the surplus energy
generated in the micro-
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power system, as well as requirements for the
construction and operation of devices, installations
and grids were taken into account.

The main purpose of the regulation is to reduce and
simplify formalities related to connecting micro-
installations, and thus to make the investment
process in this type of installation more attractive.
The draft introduces, among other things: a
standardised form of micro-installation notification,
as well as a template of an application for a micro-
installation connection conditions.

Detailed technical requirements for connecting
micro-installations to the grid and conditions for its
cooperation with the power system and detailed
conditions for connecting micro-installations to the
grid are set out in an appendix to the regulation.

installation and fed into the
distribution grid.
Companies in the Supply
segment will be required to
settle surplus energy
generated in micro-
installations and fed into the
distribution grid under the
agreement.

Draft regulation of Climate
and Environment Minister
regarding energy market
processes

Government  Legislation
Centre list: UD 603

Draft regulation of Climate and Environment
Minister regarding energy market processes
implements the statutory delegation contained in
art. 11zh sec. 1 of the act - Energy Law. The draft
regulation is to enable the preparation of IT systems
(remote reading systems for electricity distribution
system operators and the central energy market
information system) in connection with new
challenges on the electricity market. The definition
of a full catalogue of energy market processes is
necessary to ensure the transparency of obligations
of all energy market participants, both electricity
system users obligated to implement energy market
processes through the Central Energy
Marketlinformation system ("CSIRE"), and for the
Energy Market Information Operator ("OIRE") so
that it is possible to assess the fulfiment by the
above-mentioned entities of the obligations imposed
on them.

The regulation will define a catalogue of energy
market processes, the implementation of which
through CSIRE will be obligatory for system users.
The catalogue of energy market processes includes
the basic processes currently implemented on the
electricity market, taking into account the greatest
usefulness of CSIRE for system users.

The draft regulation

was published on

along
with a justification
and Regulatory

Impact Assessment.
Comments to the
draft were published

Accept / disregard
comments to the
draft. Publication
of amended draft
and submission of
modified draft for
further work of
Council of
Ministers / for
meeting of Legal
Committee at
Government
Legislation
Centre.

The regulation will have a
significant impact primarily

on the Distribution
segment, but also on the
following segments:

Conventional  Generation,
Renewables and Supply.
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Draft regulation of Climate
and Environment Minister

regarding metering
system
Government  Legislation

Centre list: UD 507

The draft regulation implements the statutory
delegation contained in art. 11x sec. 2 of the act -
Energy Law, which which imposes on the minister
responsible for energy the obligation to regulate
therein, in consultation with the minister responsible
for computerisation, the detailed requirements and
standards to be met by the metering system. In
addition, the draft regulation satisfies the obligation
specified in art. 19 sec. 3 of Directive (EU) 2019/944
of the European Parliament and of the Council of
June 5, 2019 on common rules for the internal
market in electricity and amending Directive
2012/27 / EU, according to which Member States
joining the introduction of smart metering systems
adopt and publish minimum requirements functional
and technical related to smart metering systems to
be introduced in their territories.

The draft has been
referred to the legal
committee at the
Government
Legislation Centre for
examination.

Recognition of the

project by the
legal committee
at the
Government
Legislation
Centre.

The regulation will have a
significant impact primarily

on the Distribution
segment, but also on the
following segments:

Conventional  Generation,
Renewables and Supply.

Draft regulation of the
Minister of Climate and
Environment amending
the regulation on detailed
rules for the formation
and calculation of tariffs
and settlements for heat
supply
Government
Centre list: 641

Legislation

A one percentage point increase in the possibility for
planned revenue growth in tariffs for heat from
cogeneration. Guaranteed minimum increase in
planned revenue for tariffs shaped on the basis of
costs - (generation, transmission and distribution).
Additional incentive in the form of higher returns on
equity for assets that were created in connection
with the development of heat sources constituting
renewable energy installations. A condition under
which a real possibility needs to be presented for
using funds resulting from increased planned
revenue as approved by the President of the Energy
Regulatory Office in the tariff for heat toward
investments relating to the modernisation of
infrastructure  for  environmental protection
purposes. The possibility to change the tariff after a
change in indicators concerning the minimum
increase in planned revenue.

The draft regulation

was published on
along with a
justification and
Regulatory Impact
Assessment.

The Ministry of
Climate and
Environment is

analysing comments
to the draft that have
been submitted.

Accept / disregard
comments to the
draft. Publication
of amended draft
and submission of
modified draft for

further work of
Council of
Ministers / for
meeting of Legal
Committee at
Government
Legislation
Centre.

As regards the DSO's
activities, it will be
necessary to clarify
requirements for metering
systems, including
electricity meters and
metering system.

The regulation has a
positive impact on the

District Heating segment,
both on heat generation in
heating plants and
cogeneration units. Positive
changes in the tariff process
may become an additional
investment impulse.

Draft regulation of the
Minister of Climate and
Environment on the
maximum quantity and
value of electricity from
high-efficiency
cogeneration covered by
support and unit amounts
of guaranteed premium in
2022

The regulation specifies the maximum quantities
and values of electricity covered by support and the
unit amounts of guaranteed premiums. These
figures are necessary for the operation of the
support mechanism for electricity generated in
cogeneration in 2022. Regulation issued periodically
until October 31.

The regulation was
published in the
Journal of Laws and
entered into force on

The regulation has a
positive impact on the
District Heating segment -
cogeneration units
participating in the
cogeneration support in
accordance with the Act on
support for cogeneration.
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Government  Legislation
Centre list no.: 653
Draft regulation of the The regulation specifies the reference values The regulation was The regulation has a
ﬁﬁrj) Minister of Climate and necessary to conduct auctions and recruitment for published in the positive impact on the

Environment on reference

the cogeneration bonus for new and significantly

Journal of Laws and

District Heating segment -

values for new and modernised cogeneration units in 2022. The entered into force on cogeneration units
significantly modernised regulation is issued regularly until October 31. participating in the
cogeneration units in 2022 cogeneration support in
Government  Legislation accordance with the Act on
Centre list no.:654 support for cogeneration.

Draft regulation of the The draft regulation establishes transparent, Submission of the The draft is of significance

Minister of Infrastructure
on assessment of
applications in
adjudication proceedings

detailed criteria for assessing applications in the
adjudication procedure, clear scores for these
criteria and a scope of information and documents
allowing for the determination of applicants'
compliance with the criteria in this procedure. The
draft addresses the qualifying minimum and the
method of determining the most important criterion
for evaluating applications in an adjudication
procedure.

a meeting of
the Legal Committee
was held, during
which substantive
comments to the draft
were raised, which
require further
agreement.

, @ Nnew version
of the draft regulation
was published.

modified draft for
further work of
the Council of
Ministers / for a
meeting of the
Legal Affairs
Committee of the
RCL.

from the viewpoint of
planning and developing
offshore wind investments
by PGE Group.
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INTERNATIONAL REGULATORY ENVIRONMENT

Latest conclusions Next stage Impact on PGE Group
European Green Deal/ Fit for 55 package
Regulation 2018/1999 Enshrining the 2050 The European Climate Law was The legislative proposals Improved competitiveness of
of the European  climate-neutrality published in the EU Official Journal included in Fit for 55 have renewable sources and, in the

Parliament and of the
Council establishing the
framework for achieving

objective in EU law and
definition of the new
2030 emission reduction

on July 9, 2021 and entered into
force on July 29, 2021.
Publication of relevant legislative

been referred for further
work at the Council and
European Parliament.

short term, of gas units, at the
expense of high-carbon fuel-
based generation units.

climate neutrality  target. proposals implementing the Increase in operating costs of
(European Climate European Climate Law (the Fit for 55 conventional electricity
Law). package) took place on July 14, generation.
2021.

Directive 2003/87/EC Combating climate On July 14, 2021 the European The legislative proposal is Increased competitiveness of
establishing a scheme for change. Commission presented a draft being proceeded in renewable sources and - in
greenhouse gas emission Development of reform of ETS and MSR decision accordance with the regular short-term- gas units to the
allowance trading within investment incentives (relevant legislative proposals). procedure by the European detriment of generation assets
the EU (ETS Directive) as through a CO2 price ENVI is the leading committee on Parliament and Council. using high-emission fuels.
well as implementing and signal to develop low- the draft reform of the ETS directive The EC  expects that Increase in operating costs for
delegated acts, emission sources . at the European Parliament, and negotiations at EU conventional generation of
Decision (EU) Peter Liese (EPS, DE) is the institutions may last until electricity.
2015/1814 concerning rapporteur. ENVI is the leading 2023, so that the higher EU Option to obtain direct
the establishment and committee on the MSR decision, and targets can be implemented investment support from 2021
operation of a market Cyrus Engerer (S&D, MT) is the from 2024, from the Modernisation Fund
stability reserve for the rapporteur. The deadline to transpose and Innovation Fund.
Union greenhouse gas the changes in the ETS Another revision of the ETS
emission trading directive as stated in the Directive and MSR decision is
scheme (MSR Decision). draft is December 321, likely to cause a further

2023. increase in prices of emission

allowances.

Directive 2018/2001 on To adapt legislation On July 14, 2021, as part of Fit The legislative proposal has Improvement in the
the promotion of the use related to increased for 55, the European Commission been sent for further work at competitiveness of low-

of energy from
renewable sources
(Renewable Energy
Directive).

share of renewables in
reference to EU’s new
higher GHG reduction
target by 2030.

presented a legislative proposal
that includes a draft amendment to
the renewables directive. ITRE is
the leading committee in the
European Parliament, and Markus
Pieper (EPL, DE) is the rapporteur.

the Council and European
Parliament.

The legislative proposal is
being proceeded in

accordance with the ordinary
legislative procedure by the
European Parliament and
Council.

The proposed deadline for
transposing the proposal

emission sources of energy in
comparison with high-emission
sources.

Larger share of renewable
sources in the Polish energy
mix by 2030.
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into national law is
Directive 2012/27/EU on To adapt legislation as part of Fit for ~ The legislative proposal has Improvement in the
energy efficiency (EED related to energy 55 the EC presented a legislative been sent for further work at competitiveness of low-
Directive). efficiency improvements proposal concerning a draft the Council and European emission sources of energy in
in reference to EU’'s new amendment of the EED directive. Parliament. comparison with high-emission
higher GHG emission ITRE is the leading committee in The legislative proposal is sources, particularly in heating
reduction target by 2030. the European Parliament, and Niels being proceeded in  systems.
Fuglsang (S&D, DK) is the accordance with the ordinary A faster phase-out of coal-
rapporteur. legislative procedure by the based cogeneration  from
European Parliament and heating systems in connection
Council. with the introduction of a new

The published draft does not
include a deadline for
transposing the directive into
national law.

emission criterion.

A higher factor for annual final
energy savings will result in an
increase in burdens on the
energy efficiency certificate
system.

Directive 2003/96/EC To  adapt legislation as part of Fit for ~ The legislative proposal has Negative impact on PGE Group
restructuring the related to tax on energy 55 the EC presented a legislative been sent for further work at resulting from an increase in
Community framework products and electricity proposal that includes a draft the Council and European the minimum tax rates for
for the taxation of energy to the EU’s new higher revision of the ETD directive. Parliament. The legislative energy products.

products and electricity
(ETD Directive).

GHG emission target by
2030.

ECON is the leading committee in
the European Parliament, and
Johan van Overtveld (EKR, BE) is
the rapporteur.

proposal is being proceeded
in accordance with the
consultation procedure by
the European Parliament and
Council.

The proposal deadline for
transposing the directive is

Alternative Fuels
Infrastructure Regulation

The aim of the new
regulation, which repeals

as part of Fit for
55 the EC presented a legislative

The legislative proposal has
been sent for further work at

The necessity to prepare the
power grid to perform

(AFIR Regulation). Directive AFID, is to proposal covering the AFIR the Council and European obligations resulting from the
ensure faster Regulation. TRAN is the leading Parliament. AFIR  Regulation in the
development of charging committee at the European distribution area.
infrastructure and Parliament, and Ismail Ertug (S&D,
implement targets for DE) is the rapporteur.
charging station
locations, including
targets concerning
distances between
charging points
throughout the trans-

European TEN-T network.
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Regulation on guidelines
for trans-European
energy infrastructure
(revision of the TEN-E
Regulation ).

Establishing guidelines
for the development of
trans-European energy
infrastructure and new
criteria for projects of
common interests
(“PCI”).

, the EC
presented a legislative proposal to
revise the TEN-E Regulation. The
regulation provides a framework for
identifying so-called PCIs that can
receive financial support under the
“Connecting Europe” facility.

, the Transport,
Telecommunications and Energy
Council adopted a general approach
that is the basis for the Council’s
positions in trilogues. The main area
of changes proposed by the Council
are issues related to further support
for natural gas infrastructure under
TEN-E. No major changes were
introduced for energy projects.

the ITRE
committee at the EP approved
amendments to the draft regulation
and the mandate to begin tri-partite
negotiations, ultimately adopted as
the EP’s negotiation position. The
EP’s amendments include proposals
intending to account for radial
networks in TEN-E for the purposes
of offshore wind farms and a range
of amendments loosening up the
criteria for smart power grid
projects.

The first trialogue between the EP,
EC and Council was held on

. The positions
of all parties were presented there
and a decision was made to direct
the draft for further work at a
technical level. The second trialogue
took place on

Trilogues and works at a
technical level intended to
reach agreement will most
likely be taking place until the
end of November.

A meeting of the TTE Council
will be held on

, where the agreement
reached might be approved.

The adoption of the
agreement  reached has
preliminarily been planned for
the plenary meeting of the EP
on

The new rules would come
into force as of

Defining rules for the
implementation of projects of
common interest — a potential
opportunity to obtain support
for PGE CG investments.

The Regulation 2020/852
on the establishment of a
framework to facilitate
sustainable investment,
changing the regulation
(EU) 2019/2088 (the

Facilitation of funding for
sustainable economic
growth in EU.

The Taxonomy Regulation was
published in the Official Journal of
the European Union on

and entered into force on

The Council has the option to
lodge an objection to the
delegated act specifying the
detailed technical screening
criteria by

Impact on availability and cost
of funding obtained by PGE
Group companies for
investments. The matter of
recognising nuclear power and
gas as environmentally
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Taxonomy Regulation) the European Expected completion of the sustainable will be resolved
and delegated act to this Commission initially adopted legislative process for a under the additional delegated
regulation  determining delegated act establishing detailed delegated act setting out the act.
technical screening technical screening criteria on the detailed technical screening L .
criteria. basis of which economic activities criteria and a delegated act 1€ obligation to include
will be assessed to determine under Art. 8 of the Taxonomy nformation on the share in the
whether an activity is Regulation - trad_e, CAPEX and OPI.EX of
environmentally  sustainable in Expected preparation by the enyn’_o_nme_ntally sustainable
relaton to  climate change EC of an additional delegated 2activities in the statement on
prevention and adaptation. This act act  specifying  detailed nOn-financial information or
does not contain technical screening technical screening criteria consqlldatgd . statem_ent on
criteria for gas and nuclear power.  for gas and nuclear energy - non-financial information.
the EC published
the above-mentioned delegated act Expected preparation of
in the national languages, thus legislation on financial
launching the four-month period support for certain activities,
(with an option to extend it by mainly in the power sector
another two months) to lodge an (especially gas), that will
objection to the delegated act by the contribute to greenhouse gas
EP and Council. emission reductions by
the EC published supporting the transition to a
a delegated act under art. 8 of the climate-neutral economy-
taxonomy regulation, specifying
rules for reporting participation in Publication by the Platform on
trade, CAPEX and OPEX of Sustainable Finance of a
environmentally sustainable report on the taxonomy of
activities. harmful activities and
the activities having no significant
Council extended until December 7, environmental impact, report
2021 the time-limit for objections to  on social taxonomy and report
the delegated act specifying detailed on technical screening criteria
technical screening criteria, which for further environmental
will be the basis for assessment of objectives -
economic activity in order to
determine whether a given activity
is conducted in a sustainable
manner in environmental terms.
The deadline for the EP to submit an
objection to this delegated act
passed on . The EP
did not object.
European Commission Definition of new rules for the EC published Once final wording is agreed, A change in conditions for

Revised Climate, Energy
and Environmental Aid

award of state aid,
adapted to EU’s new
reduction targets

a draft of new CEEAG guidelines,
which are to replace the existing

the CEEAG guidelines will be
approved by the College of
Commissioners and

obtaining state aid in PGE
Group’s segments. Some of
the  provisions introduce
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Guidelines 2022 resulting from the guidelines. Public consultations published in the EU’s Official stricter criteria for obtaining
(CEEAG). Climate Law. ended on Journal. state aid, others clarify rules
the The entry into force of new for obtaining it.

European Parliament adopted a aid rules is planned for the

resolution that includes its position .

on the wording of the CEEAG

guidelines proposed by the EC.
Revision of Regulation The regulation is , the European Consultations will take place Change in the terms for
651/2014 of 17 June intended to facilitate the Commission launched public  until notifying public aid in PGE
2014 declaring certain implementation of state consultations on the draft revision of Group’s segments. Some
types of aid compatible aid measures by Member GBER. provisions tighten the criteria
with the internal market States without prior The draft amendment extends the for obtaining public aid,

pursuant to Art. 107 and
108 of the Treaty (GBER
regulation).

notification in the area of:
. regional aid,

. risk finance aid,

. aid for research,

development and
innovation,

. aid for
environmental
protection and

energy purposes.

set of measures exempted from

prior  notification and raises
notification thresholds for climate,
environmental and energy
measures where objectively
justified. It is also intended to
provide additional flexibility by
taking into account higher aid

intensities, in particular where the
aid is awarded on the basis of a
competitive bidding process.

others specify the rules for
obtaining public aid.
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Additional information with regard to international regulatory environment

Key events

Next stage

Impact on PGE Group

Action brought against the European Commission’s decision not to raise objections to the Polish Capacity Market (SA 46100), case file no T-167/19

Proceedings
brought by
Tempus Energy
Germany and T
Energy Sweden
against the
European
Commission
(case file no. T-
167/19).

The objective of

the action is to
annul the
European
Commission’s
Decision not to
raise objections to
the Polish
Capacity  Market

(SA 46100) issued
as part of the aid
procedure.

On March 14, 2019 Tempus Energy Germany and
T Energy Sweden brought an action against the EC
decision concerning the Polish Capacity Market (case
T- 167/19). From the summary of main reproaches
and arguments brought up in the complaint that was
published on May 6, 2019, it results, that in their
action brought they argue that the EC failed, in
particular, to initiate formal investigation proceedings
(the second stage of the capacity evaluation
mechanism) and that the demand side response
(DSR) suffered alleged discriminatory treatment
within the Polish Capacity Market.

On September 2, 2021, the Court ruled in favour
of the European Commission, which overruled the
judgement of the EU Court in the first instance and
dismissed the appeal of Tempus Energy and Tempus
Energy Technology against EC in case regarding the
British Capacity Market (case file no. C-57/19 P).
On October 6, 2021 the EU General Court ruled
favourably for the EC regarding the Polish capacity
market (case T-167/19), which was Poland’s side,
questioning the validity of the accusations and in
consequence rejecting the action brought by Tempus
Energy Germany and T Energy Sweden.

Tempus has the right to
lodge an appeal against the
ruling regarding the Polish
capacity market with the EU
Court of Justice until
December 16, 2021.

In connection with the ruling, there is no
risk to either the provision of the
capacity obligation or revenue from the
capacity market.

Complaint against Poland lodged by Czechia (Case C-121/21) including an application for interim measures

[

Proceeding in

the case
Czechia Vs.
Poland (Case
C-121/21).

On February 26, 2021 Czechia ledged an interstate
complaint against Poland with the Court of Justice
concerning the prolongation of the mining concession
for KWB Turéw. The complaint was accompanied by
an application for interim measures in the form of an
immediate half of KWB Turéw’s operation.

A summary of the complaint and key arguments was
published in the Official EU Journal on April 19,
2021.

On May 21, 2021 the Vice-President of the Court of
Justice of the European Union issued an order on an

The judgment of the Court
of Justice will be delivered in
the first quarter of 2022 at
the earliest, after the prior
opinion of the Advocate
General. At the request of
Poland, the case is
processed under an
accelerated procedure.

Depending on the outcome of the
application for interim measures and
the demands specified in the
complaint, the case may have an
impact on the further operation of the
energy complex in Turéw.
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Segments

Proceeding

Objective of the

action brought

Key events

interim measure as follows: “Poland must immediately
cease lignite extraction activities in the Turow mine
until a judgment of the Court brings case C-121/21 to
an end. An interim measure does not rule on the
merits of the case.

The request to repeal the decision of the Vice-
President of the Court of Justice of May 21, 2021 was
dismissed. Pursuant to a decision issued on
September 20, 2021, by the Vice-President of the
Court of Justice, the Republic of Poland was obligated
to pay to the European Commission a periodic penalty
payment in the amount of EUR 500 000 per day,
starting from the date of service of this order to the
Republic of Poland until the time when the Member
State complies with the order (C - 121/21 R). The
hearing at the EU Court of Justice took place on
November 9, 2021.

Next stage

Impact on PGE Group
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3. Activities of PGE Capital Group

3.1. Main business segments

Key assets of the
segment

Installed capacity
electricity/heat

Electricity volumes*

Heat volumes*

Market position

** Data for PGE Obrot S.A.

Conventional
Generation

5 conventional power plants
2 lignite mines

13 312 MWe/843 MWt

Net electricity generation
15.82 TWh

Heat production (net)
0.45 PJ

PGE Group is the leader of
lignite mining in Poland
(91%)

District Heating

16 CHP plants

2 608 MWe/6 842 MWt

Net electricity generation

1.28 TWh

Heat production (net)
3.87 PJ

PGE Group is also a national leader
in electricity and district heat generation
* Presented data relate to the third quarter of 2021

Renewables

17 wind farms
5 photovoltaic power plants
29 run-of-river hydro power plants
4 pumped-storage power plants,
including 2 with natural flow

2 331 MWe/-

Net electricity generation
0.50 TWh

PGE Group is the largest electricity
producer from RES with market
share of approx. 9% (excluding co-
combustion of biomass and bio-gas)
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Distribution

296 481 kms
of distribution lines

Electricity distribution
volume
9.30 TWh

Second domestic
electricity distributor with
regard to number of
customers

Supply

Sales to final off-takers
9.14 TWh**

Leader in wholesale and
retail trading in Poland
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3.2. PGE Group's key financial results

The best way to measure the profitability of energy companies is EBITDA. This is a result before depreciation,
amortization, income tax and financial activities, including interest from drawn debt. EBITDA makes it possible
to compare the results of companies regardless of the value of their assets, level of debt and existing income
tax rates.

PGE Group's consolidated results are composed of the financial results of each of its operating segments. The
the Conventional Generation segment and Distribution segment made the largest contribution to the Group's
result for the third quarter of 2021, participating respectively in 36% and 32% of the Group’s EBITDA. The
Supply segment contributed 15%, Renewables segment 10% and District Heating segment contributed 7%
the Group’s EBITDA.

EBITDA OF THE CAPITAL GROUP BY SEGMENTS (PLN MILLION)

Changey/y 36% 56% 32% 95% 9% 6% n/a*
EBITDA
Q3 2021
2110
m Q32020
1 546
754
665 11
484
316 299
214
152 41315 110

* The chart does not show data for the third quarter of 2020, because in that period companies from the Circular
Economy segment were presented in Conventional Generation, District Heating and Other Operations.
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Chart: Key factors affecting EBITDA in PGE Capital Group (in PLN million).

2800

2600 | 890 38

2400

728 35 18
2200 f 121 169
£
2000 139 %
136

1800 | 127

1600 -

1400 |

1 000

Result on Revenues o, Revenues Resultonthe Marginon
EBITDA thesale of e Capacity from  saeofeledridty .. 2 . Personnel  Capitalised Other? EBITDA
Q32020 -eledricty at ﬁoglgseat e?ﬁzozn Fuel costs Market®  andilary tofinal dﬂ“‘?"“‘? osts® wsts Q32021
producers ! 9 services  ausomerst VoS

Change 890 38 -853 208 728 -139 121 35 18 -136  -127
Reported EBITDA
Q32020 1546
One-off items Q3 2020 -28
PouTnEBIIDAQS 1574 3936 276 1498 870 0 195 160 1045 1244 257 683
Fz{ggim”g 2P0 4826 314 2351 1078 728 56 281 1080 1226 121 810 1941
One-off and temporary
items Q3 2021 169
Reported EBITDA
Q32021 2110

I:l Reversal of impact of total one-offs reducing the reported result.
| Reversal of impact of total one-off and temporary items increasing the reported result.

! Revenue from the sale of electricity reduced by the purchase cost of electricity.

2 Adjusted for result on resale of CO2 emission rights, that was caused due to reductions by PSE S.A. and trading activities in the
current period on forward contracts not relating to the current year.

3 Managerial perspective.

4Including margin adjustment on certificates at PGE Group.

5> Including revenues from distribution services, transmission services (TSO), balance of transferred fees and costs of electricity
purchased to cover balancing difference.

6 Personnel costs without including the impact of change in actuarial provision and VLP provision reversal (one-offs).

7 Other without including the impact of change in reclamation provision and LTC compensations and result of rolling of CO2 hedging
transactions for the next periods (temporary items).
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Chart: Structure of assets and equity and liabilities (in PLN million).
85 977 81 594 85 977 81 594

76% S
As at September 30, As at December 31, As at September 30, As at December 31,
2021 2020 2021 2020
m Total equity
= Non-current assets = Non-current liabilities
Current assets Current liabilities
CONSOLIDATED STATEMENT OF CASH FLOWS
Chart: Net change in cash (in PLN million).
14 000
7 805
12 000
— 22
8 000 r
-3 310 -783 -265 -48
6 000
4 000 f
2000
0
Sale of other
Cash Purchase/sale of financial Balance of  Interest paid - Cash
and cash Net cash from property, plant Proceeds from the assets after  repayments/ loans, and cash
equivalents operatin and e ui’ ment issue of shares to deduction of inflows of loans, borrowings, Purchase of Other  €duivalents
at a[::tivitiesg and ir?tag ible non-controlling transferred borrowings, bonds and financial assets
January 1, assetsg shareholders ! funds / bonds and financial September
2021 Loss of finance lease  instruments 30, 2021
control?
Impact on
level of 7 805 -3 310 347 306 -783 -265 -48 22
cash
Cash and
cash 4173 8 247
equivalents

150% of funds, which Elektrownia Wiatrowa Baltica-2 sp. z 0.0. ("EWB2") and Elektrownia Wiatrowa Baltica-3 sp. z 0.0. ("EWB3")
rceived from @rsted for the capital increase.

2 Mainly sale of shares in PGE EJ 1 (value reduced by cash and cash equivalents of the sold company), bonds of PGE EJ 1 and
consegence of loss of control and deconsolidation.
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Chart: Net debt (in PLN million).

-2 000
-1 000 - 3 310
0
1000 F
171

2 000 +

3000 21 46

4 000 r

5000 |

6 000

7 000

8 000 - -7 805

Net financial debt Net cash from Purchase/sale of . sale of Net financial debt
December 31, operating prZZﬁir;»:ﬁgrﬁnatnznd resctrr]iac?egc(la clgsh shares in Other September 30,
1 iviti 2
2020 activities intangible assets PGE EJ1 2021

Impact on
level of net -7 805 3 310 171 -319 -46
debt
Financial net 7 267 2578

debt

!1n order to standardise the reporting of net debt (adjustment to the method of calculating covenants in loan agreements), starting
from the results for the first half of 2021, there has been a change in the presentation, which also results in a change in the
comparable periods (as at December 31, 2020), i.e. restricted cash items include only the funds in PGE Dom Maklerski S.A. clients’
accounts as collateral for settlements with IRGIT (the Warsaw Commodity Clearing House).

2 Funds from sale of PGE EJ1 (PLN 372 million) reduced by cash and cash equivalents of the sold company (PLN 53 million).
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KEY RESULTS IN BUSINESS SEGMENTS (in PLN million)

60000

Conventional District Renewables Distribution Supply
Generation Heating
10942 10 320 Sales revenues
= Q32021
5935 54636 = Q32020
3 8154 415
860 779 260 298 15541 566 . l
- B N .
6% y/y 5% vy/y 10% y/y 58% y/y -1% vy/y -14% vy/y
EBITDA
2110 = Q32021
1 546 = Q32020
754
484 °° s 316 299
. O 152 115 214 439 . .
36% y/y 56% y/y 32% vy/y 95% y/y 9% vy/y 6% vy/y
EBIT
972 © Q32021
= Q32020
469
360 313 307 201
K =« Ll Ul
L mm >
9 47
107% vy/y 422% y/y n/a 408% vy/y 16% vy/y 5% vy/y
1264 ) )
Capital expenditures
822 = Q32021
663 E Q32020
322 312 407
170 156 A .
*k 2
. . i . 1
-35% vy/y -51% vy/y 9% vy/y 0% y/y -23% vy/y -50% y/y

Circular
Economy*

78 0

n/a

17 0

n/a

15 0

n/a

n/a

* The charts do not show data for the third quarter of 2020, because in that period companies from the Circular Economy segment were presented in

Conventional Generation, District Heating and Other Operations.

** Data for the third quarter of 2021 have been adjusted to the current method of presenting capital expenditures
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BALANCE OF ENERGY OF PGE CAPITAL GROUP

Table: Sales, purchase, production and consumption of electricity in the PGE Capital Group (TWh).

Q1-Q3 %

2020 change

A . Sales of electricity outside the PGE Capital 27.28 28.71 -5% 79.66 86.22 -8%
Group:
Sales to end-users* 9.17 10.34 -11% 27.92 30.46 -8%
Sales on the wholesale and balancing market 18.11 18.37 -1% 51.74 55.76 -7%
B. Purchases of electricity from outside of PGE 10.40 15.12 -31% 31.75 46.31 -31%
Group (wholesale and balancing market)
C. Net production of electricity in units of PGE 17.60 14.27 23% 50.54 42.85 18%
Capital Group
D. Own consumption DSO, lignite mines, 0.72 0.68 6% 2.63 2.94 -11%

pumped-storage power plants (D=C+B-A)

* Sale mainly by PGE Obrét S.A. and PGE Energia Ciepta S.A.

The total volume of purchased and generated electricity is higher than the volume of electricity sold. The
difference presented in point D results from the necessity to cover grid losses in the distribution business
(Distribution System Operator), consumption of energy at lignite mines and consumption of energy at
pumped-storage power plants.

The lower purchases and sales in wholesale market results from a lower level of contracted purchases and
sales in forward transactions. The Capital Group to a lesser degree pursued market purchase due to decreased

sale on the bilateral market.

Decrease in volume of sales to end-users in the three quarters of 2021 is a consequence of lower sales of
electricity in the corporate customers segment.

Table: Net production of electricity (TWh).

NET ELECTRICITY PRODUCTION IN TWh,

including: 17.60 14.27 23%
Lignite-fired power plants 9.73 7.72 26% 27.31 22.40 22%
including co-combustion of biomass 0.00 0.00 - 0.00 0.00 -
Coal-fired power plants 6.09 4.28 42% 14.90 11.70 27%
including co-combustion of biomass 0.01 0.01 0% 0.02 0.02 0%
Coal-fired CHP plants 0.52 0.51 2% 3.09 2.97 4%
including co-combustion of biomass 0.00 0.00 - 0.00 0.00 -
Gas-fired CHP plants 0.63 1.23 -49% 3.09 3.62 -15%
Biomass-fired CHP plants 0.12 0.04 200% 0.27 0.25 8%
Communal waste-fired CHP plants 0.01 0.01 - 0.03 0.03 0%
Pumped-storage power plants 0.14 0.13 8% 0.50 0.50 0%
Hydroelectric plants 0.09 0.08 13% 0.37 0.33 12%
Wind power plants 0.27 0.27 0% 0.98 1.05 -7%
including RES generation 0.50 0.41 229% 1.67 1.68 -1%
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Higher generation volume in the three quarters of 2021 mainly results from increased NPS demand due to low
outside temperatures, lower net imports and decreased wind generation.

Higher generation at lignite-fired power plants (+4.9 TWh) results from higher average load factors at the
Turéw power plant by 69 MW, i.e. by 53% and at the Betchatéw power plant by 18 MW, i.e. by 6%. In
addition, the units at Turéw power plant were in overhauls shorter by 2 871h. In 2021 the production from a
new unit no. 7 at Turéw power plant (commissioned on May 14, 2021) amounted to 0.8 TWh.

Higher production in hard coal-fired power plants (up by 3.2 TWh) results from increased generation at Rybnik
power plant and Opole power plant, what is a consequence of shorter reserve downtime of the units: by
12 437h of units 3-8 at Rybnik power plant and by 4 694h at Opole power plant.

Production at coal-fired CHP plants, biomass plants, pumped-storage power plants and waste-to-energy plants
remained at similar level as in the base period.

Lower generation from gas-fired CHP plants is a consequence of lower generation at Lublin Wrotkéw CHP plant
due to lower profitabilty of production due to market conditions.

Higher generation at hydro power plants was caused by better hydrological conditions.

Lower generation at wind farms results from worse wind conditions in the three quarters of 2021. Load factor
at wind farms in the three quarters of 2021 was lower by 5 p.p. on average than in the analogica period of
the previous year.

HEAT PRODUCTION

Table: Net production of heat (PJ).

Heat production in PJ, including: 4.32 4.02 7% 37.31 32.60 14°%%
Lignite-fired power plants 0.37 0.34 9% 1.96 1.83 7%
Coal-fired power plants 0.08 0.07 14% 0.46 0.42 10%
Coal-fired CHP plants 2.83 2.72 4% 26.42 23.47 13%
Gas-fired CHP plants 0.72 0.87 -17% 6.91 6.33 9%
Biomass-fired CHP plants 0.29 0.00 - 1.38 0.37 273%
CHP plants fuelled by municipal waste 0.01 0.01 0% 0.07 0.09 -22%
Other CHP plants 0.02 0.01 100% 0.11 0.09 22%

External temperatures contributed more than any other factor to higher net generation of heat in 2021 (y/y).
The average temperatures for the three quarters of 2021 were by 1.9°C lower y/y, which translated into
increased production of heat.

SALES OF HEAT

In the third quarter of 2021 the heat sales volume in PGE Capital Group totalled 4.05 PJ and was higher by
0.26 Pl y/y.

Fot the three quarters of 2021 the heat sales volume in PGE Capital Group totalled 36.16 PJ and was higher
by 4.63 PJ] y/y. The above result was caused mainly by higher demand for heat due to the lower average
outside temperatures than in 2020.
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3.3. Operational segments

OPIS SEGMENTU I MODEL JEGO DZIALALNOSCI

This segment includes lignite mining and generation of electricity in conventional sources.

Data presented below relate to the Q3 2021.

Conventional Generation

!Vlain revenue PLN m Main cost items PLN m
Items Power

H H *
Sale of electricity * 4 360 generation 15'82 TWh Fees for CO2 emissions 2229

Capacity market 576 D ‘ Employee wages 603

Sale of heat 14 Cost of production fuels 287

Heat used

generation 0.45p Depreciation and
amortisation, 563
liguidation, write-offs 2

including activated amortisation

O External services 414

Main result

. PLN m
items

EBIT 193
EBITDA 754

* managerial perspective

The main source of revenue in the Conventional Generation segment is revenue from the sale of electricity
on the wholesale market, based on electricity prices that are shaped by supply and demand mechanisms,
taking into account the variable costs of generation. At the same time, the segment's key cost items, given
their size and volatility, and thus their impact on operating results, are the cost of production fuels, mainly
hard coal and natural gas, as well as fees for CO, emissions. Lignite-based production, which is of key
significance for the Group, is based on own mines, therefore its cost is relatively stable and reflected mainly
in fixed-cost items, i.e. personnel costs, third-party services and depreciation.

Revenue from the Capacity Market, a mechanism introduced to prevent electricity shortages in the NPS,
constitutes a significant item in the segment’s revenue in 2021. PGE GIiEK S.A.’s power plants receive fees
for performing the capacity obligation (a Capacity Market entity being on standby to supply electricity to
the system and the obligation to supply specified capacity to the system when the system is under threat).
Capacity Market revenue compensated for revenue from ancillary services. The cold intervention reserve
and operational capacity reserve services were discontinued, while revenue from capacity reallocation
remained.

In addition, this segment generates revenues from sales of heat produced at industrial plants. From July 1,

2021 the Szczecin CHP plant and Pomorzany CHP plant and the heat grid in Gryfino have been incorporated
into the structures of District Heating segment.
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ASSETS

Conventional Generation segment consists of: 2 lignite mines and 5 conventional power plants.
Conventional Generation is the leader of lignite mining (its share in the extraction market of this raw material
accounting for 91%°> of domestic extraction), it is also the largest generator of electricity as it generates

approx. 44%°% of domestic gross electricity production. The generation is based on lignite extracted from
mines owned by the company as well as hard coal and biomass.

Diagram: Main assets of the Conventional Generation segment with their installed capacity.

El. Dolna Odra 908 MWe %o

El. Betchatéw 5 097 MWe

El. Turéw 2 059 MWe

=]

El. Opole 3 408 MWe

El. Rybnik 1 840 MWe

uﬂ
El. Power plant Bﬁn Hard coal £2 Lignite

5 Own calculations based on data from Central Statistical Office of Poland.
6 Own calculations based on data from PSE S.A.
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KEY FACTORS FOR THE RESULTS OF THE SEGMENT

Chart: Key changes of EBITDA in Conventional Generation (in PLN million) - managerial perspective.

2500
2000 | 576 11
101
118 169
1500 993
192
1000 26
69
853 P
208
500 r
484
0
. . Result on the
Electricity  Electricity S Revenues
EBITDA production  production OPtL’T'tZr:'Oﬂ Capacity Result on from Costs Costs of Personnel Other* EBS;DA
2020 difference in difference electricit Market! sale of CO2 agreement of fuel CO22 expenses? 2021
volume in price trade Y with TSO

Change 993 118 -192 576 11 -101 -169 -853 26 -208
Reported EBITDA
Q32020 484
One-off items Q3 2020 0
Recurring EBITDA Q32020 484 3241 200 0 0 134 618 1376 644 453
Recurring EBITDA Q3 2021 4 352 8 576 11 33 787 2229 618 661 685
One-off and temporary 69
items Q3 2021
Reported EBITDA
Q32021 754

%//////////% Reversal of impact of total one-off and temporary items increasing the reported result.

! Managerial perspective.

2 Costs reduced by resale of CO2 emission rights, that was caused due to reductions by PSE S.A. and trading activities.

3 personnel costs without including the impact of change in actuarial provision (one-off).
4 Other without including the impact of change in reclamation provision (one-off) and result of rolling of CO. hedging transactions for the

next periods (temporary items).

Table: Data on one-off and temporary items in Conventional Generation (PLN million).

Change of reclamation provision

Change of actuarial provision

Rolling of CO2 hedging transactions - temporary item

TOTAL

Q3 2021
-516
15
570
69

Q3 2020

% change
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Key factors affecting the EBITDA result of Conventional Generation segment on y/y basis included:

Higher net electricity production volume in PGE GIiEK by 3.6 TWh due to increased degree of use of
units by PSE S.A. resulting from low outside temperatures, lower net import and lower wind generation
(see p. 3.2 of this report)

Increase in electricity prices due to increasing energy prices on wholesale market.

Lower result on optimisation of electricity portfolio due to decreased volume of electricity trading
by 4.8 TWh, with lower margin realized on electricity trading.

Capacity Market, a mechanism, which was not present in the base period.

Result on sale of CO,, resulting from surpluses that did not occur in the base period.

Lower revenues from ancillary control services, mainly as a result of lack of revenues from the
Operational Capacity Reserve.

Higher fuel consumption costs mainly hard coal, due to increased generation based on this fuel (see p.

2.2 of this report). Lower costs of biomass consumption result from the inclusion of the Szczecin CHP Plant
in the District Heating segment's structures from July 1, 2021. Main changes on different types of fuel are
presented in the chart below.

Higher CO; costs as a result of higher CO; emissions volume by 3.4 million tons due to generation higher
by 3.6 TWh. Main changes are shown in the chart below.

Lower personnel expenses due to ongoing optimisation process.

Chart: Costs of production fuels consumption in Conventional Generation (in PLN million).

900
+ 14.42
Glm + 4.81 + 0.03 + 18.28
800 f PLN/GJ] Glm PLN/GJ
-0.37
- 0.52
PLN/GJ GI'm

700

600 |

500 -

400 +

300

Cost of Hard coal Hard coal Biomass Biomass Light anq Light anq Cost of
fuels Q3 volume rice volume rice heavy oil  heavy oil fuels Q3
2020 P P volume price 2021

Change 195 -22 -13 0 1 8
Cost of fuels Q3
2020 618 588 15 15
Cost of fuels Q3
5021 761 2 24 787
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Table: Data on use of production fuels consumption in Conventional Generation.

Q3 2021 Q3 2020
Fuel type Volume Cost Volume Cost
(tons ths) (PLN million) (tons ths) (PLN million)
Hard coal 2 608 761 1891 588
Biomass 4 2 56 15
Fuel oil - light and heavy 12 24 12 15
TOTAL 787 618

Chart: CO2 costs in Conventional Generation segment (in PLN million).

2800
+ 29.8
»300 | PLN / t CO,
+ 3.4
1800 - min t CO,
-0.02
min t CO,
1300 ¢
800
300
Allocation of free
CO: costs - Average CO: costs Q3
Q3 2020 aIIowanf:es_ for CO2 emission CO, costs 2021
CO: emissions
Change 2 351 500
CO2 costs Q3 2020 1376
CO:2 costs Q3 2021 2 229
Table: Data on CO; costs in Conventional Generation.
Data regarding CO: Q3 2021 Q3 2020 % change

Allocation of free allowances for CO2 emissions (tons) 16 884 39 671 -57%
COz emission* (tons) 16 813 488 13403 711 25%
Average CO: costs (PLN/t CO2)** 132.71 102.96 29%

* Estimates, emissions not verified - the emissions will be settled and certified by the authorised verifier of CO2
emission on the ground of yearly reports of volume of CO2 emissions.
** Managerial perspective
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CAPITAL EXPENDITURES

Table: Capital expenditures incurred in Conventional Generation segment in the third quarter of 2021 and
2020.

Investments in generating capacities, including: 315 566 -44%

e  Development 74 218 -66%

. Modernisation and replacement 241 348 -31%
Other 7 13 -46%
TOTAL 322 579 -44%
Capitalised costs of overburden removal in mines 0 84 -
TOTAL with capitalized costs of overburden 322 663 -51%
removal

KEY EVENTS IN THE CONVENTIONAL GENERATION SEGMENT

Key development investments:

o Annex no. 2 to the Contract for the “Construction of two gas-and-steam units at branch Zespdt
Elektrowni Dolna Odra” was signed on July 8, 2021, amending the material and financial schedule in
connection with a change in the form of collateral for due performance of the Contract and a change
in the provision of Appendix no. 2 to the Contract regarding technical requirements. The value of the
Contract did not change with the signing of Annex no. 2,

o On July 8, 2021 the Company made an advance payment of PLN 6.6 million net to PSE S.A. for a final
decision on a construction permit for works that are to be performed by PSE S.A. as part of the task
“Construction of two gas-and-steam units at branch Zespoét Elektrowni Dolna Odra”,

o An agreement with Rybnik 2050 to sell rights to the Project and an agreement on support for Rybnik
2050 from PGE GIiEK S.A.’s project team were signed on August 8, 2021,

o The final notarial deed for an agreement pursuant to which PGE GIiEK S.A. sold to Rybnik 2050 Sp. z
0.0. perpetual usufruct rights to land parcels for the construction of a New Low-Emission Unit at the
Rybnik power plant was signed on August 30, 2021,

o An agreement for the “Performance of division and cooperation after division” between PGE GIiEK S.A.
and PGE INWEST 8 Sp. z 0.0. was signed on September 28, 2021. The agreement sets out technical
and operational rules for cooperation between the parties in a Division procedure and in order to carry
out the Division in accordance with the Division Plan, along with operational rules for the parties
following the carve-out date, under the project “Construction of two gas-and-steam units at branch
Zespot Elektrowni Dolna Odra”,

o On October 1, 2021, the task “Construction of two gas-and-steam units at branch Zespét Elektrowni
Dolna Odra” was transferred from PGE GIiEK S.A.’s branch Zespo6t Elektrowni Dolna Odra to PGE Inwest
8 Sp. z o.0.

Key modernisation investments aimed at reducing negative impact of production on the natural
environment:

o A chemical compound monitoring system was put into service at the Rybnik power plant on July 1,
2021,

o A final acceptance protocol for the installation of bypass tight flaps at the flue gas desulphurisation
system at unit 3 in the Opole power plant was signed on July 29, 2021,

) Modernisation works were completed and the dust emission reduction system of unit 6 at the Turéw
power plant was synchronised on July 29, 2021,

e A final acceptance protocol was signed on July 30, 2021 regarding the replacement of control and
measurement apparatus at the Turéw plant,

. Modernisation of the electrostatic precipitator at unit 5 in the Rybnik plant began on July 30, 2021.
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On August 31, based on an agreement with REMAK, absorber I0S 7-8 was put into service as part of
the task “Program for the adaptation to BAT conclusions of Dolna Odra power plant’s generating units”,

The SCR at unit 8 in the Rybnik plant following the construction of the catalyser’s third layer was put
into final operation on September 7, 2021,

A modernised electrostatic precipitator for unit 3 at the Opole plant was put into service on September
9, 2021.
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KEY PROJECTS IMPLEMENTED IN Q3 2021

Capital Capital
Budget expenditur expenditur
. (net, es incurred esin Q3
A'“:O‘f;::e without so far (net, 2021 (net, :;If?tl:i/elr\:c?t Contractor E));lz:ii:e?e:ia:: Status
proj costs of without without Y P
financing) costs of costs of
financing) financing)
Construction of new units in Dolna Odra power plant
Construction of PLN 4.3 PLN 452 PLN 71 Natural gas/ Syndicate of December 2023 At the September 30, 2021, the progress of work
two CCGT units billion million million 63% companies: under the Project was estimated at approx. 47%.
no. 9 and 10 in General Electric Works at the construction site are progressing as
Dolna Odra (consortium leader) planned. Foundations for the main building of unit 9
power plant and Polimex Mostostal are completed. Works relating to the foundations for

the main building of unit 10 are at their final stage,
and the structures of ancillary buildings are being
built.

Expenditures incurred do not include expenses in the form of advances paid to the General Contractor for the Project and to the other contractors.
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SEGMENT DESCRIPTION AND ITS BUSINESS MODEL

Core business of the District Heating segment includes production of electricity and heat from cogeneration
sources as well as distribution of heat.

Data presented below relate to the Q3 2021.

District Heating (i

Main cost items PLN m
Main revenue items PLN Heat " 3.87 CO2 cost* 298
m generation PJ Cost of production fuels 292
Sale of electricity* 321 4 vsed
Sale of heat Depreciation and
ale or hea ¥ Electricity amortisation, liquidation 161
ncluding contracted capacity and hea 299 = . ' '
éistlr\'gutgi’on fracted capacity and heat generation 1'28 write-offs
TWh
Capacity Market 61 Personnel expenses 117

; External services 98

Main result

. PLN m
items

EBIT -9
EBITDA 152

* managerial perspective

As in the case of Conventional Generation, this segment's significant revenues are revenues from
electricity sales, however, they are usually directly related to generation of heat which in turn depends on
demand that is highly seasonal and depends on external temperatures. This is why, in contrast to industrial
power plants in Conventional Generation, as a rule, CHP plants do not have any considerable impact on the
development of prices for electricity on the wholesale market.

Revenues from the sale and distribution of heat are regulated revenues. Energy companies
independently set tariffs and present them to the President of the Energy Regulatory Office (the “ERO
President”) for approval. Heat production at PGE Group takes place in cogeneration units, which tariffs for
heat are calculated using a simplified approach (compared to tariffs based on a full cost structure), based on
reference prices, conditioned on average sales prices for heat generated in units with specific fuel other than
cogeneration units. They are published each year by the ERO President. Tariffs for heat production for
cogeneration units in a given tariff year thus reflect changes in the costs of heat-generation units (not co-
generation units) in the previous calendar year. The cost approach is applied in the case of tariffs for heat
distribution, which allows to cover justified costs (mainly the costs of heat losses and property tax) and a
return on invested capital, in line with guidelines from the ERO President. Distribution tariffs for heat are in
place at branches in Gorzéow and Zgierz, as well as by Kogeneracja S.A., PGE Torun and Zielona Géra CHP.

Generation of heat and electricity is directly related to key variable costs of the segment, i.e. the cost of
production fuel used (in particular, hard coal and gas) and the cost of fees for CO, emissions.

Electricity production in high-efficiency cogeneration is additionally remunerated. Until 2018, CHPs generated
revenue from the sale of energy origin certificates, i.e. cogeneration certificates (yellow and red). From
2019, due to a change in support model, they receive support at a level covering increased operating costs
related to production. For large units, this are set on an individual basis. The support mechanism in the form
of certificates is in place also for biomass-fired generating assets. This type of production is additionally
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remunerated by awarding origin certificates, i.e. green certificates, the sale of which generates additional
revenue. Within the segment such revenues is obtained at biomass unit in Kielce CHP and Szczecin CHP.

Revenue from the Capacity Market, a mechanism introduced to prevent electricity shortages in the National
Power System, constitutes a significant item in the segment’s revenue, starting from 2021. CHP plants receive
fees for performing the capacity obligation (a Capacity Market entity being on standby to supply electricity to
the system and the obligation to supply specified capacity to the system when the system is under threat).

ASSETS

District Heating within PGE Capital Group combines CHP plants separated from the EDF Polska assets acquired
on November 14, 2017 and CHP plants separated from PGE GIiEK. Since January 2, 2019 the following
companies has been included in the segment.: PGE EC S.A., KOGENERACIJA S.A., Elektrocieptownia Zielona
Goéra S.A., PGE Torun S.A., PGE Gaz Torun sp. z 0.0., PEC Zgierz sp. z 0.0. oraz Megazec sp. z 0.0. In addition,
from July 1, 2021, Szczecin CHP, Pomorzany CHP and the district heating network in Gryfino, recognised until
June 30, 2021 as part of the Conventional Generation segment, were included in the structures of the District
Heating segment.

District Heating is the largest heat producer in Poland. Generation is based mainly on hard coal and gas.

Diagram: Main assets of the District Heating segment and their installed capacity.

%0 Ec. Gdynia 110 MWe / 462 MWt

M %0
M

Q 2o
0%

Ec. Pomorzany 134 MWe / 184 MWt m m

Ec. Gdarisk 221 MWe / 692 MWt

Ec. Szczecin 76 MWe / 168 MWt

ZEC Bydgoszcz 177 MWe / 564 MWt

Ec. Toruri 107 MWe / 358 MWt

Ec. Zgierz 44 MWe / 111 MWt

Ec. Gorzow 237 MWe / 368 MWt 0

©

Ec. Zielona Géra 198 MWe / 302 MWt Ec. Lublin Wrotkéw 247 MWe / 592 MWt

Ec. Zawidawie 3 MWe / 21 MWt

Ec. Kielce 18 MWe / 315 MWt

Ec. Wroctaw 305 MWe / 812 MWt

Ec. Czechnica 110 MWe / 247 MWt

Ec. Rzeszéw 141 MWe / 528 MWt

Ec. Krakéw 480 MWe / 1118 MWt

Ec. CHP plant o%e
ZEC Group of CHP plants E& Hard coal Q Lignite @ Gas ) Biomass

TARIFFS IN DISTRICT HEATING

DESCRIPTION OF TARIFFS IN THE SEGMENT

Due to the fact that the income on heat sales for CHP plant are tariffed as part of the so-called simplified
method, they are characterised by a relative delay in the transfer of costs (annual or two-year). They are
based on the year-to-year dynamics of average costs (including fuels used) incurred by entities that are not
co-generation entities for the year preceding the time of tariff setting.
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Charts: Changes in the reference price of heat for hard coal and natural gas (PLN/GJ).
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Charts: Changes in costs of fuels - hard coal (PLN/GJ]) - PSCMI 27 and gas (PLN/MWh) -TGE.
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Chart: Changes in price of CO; emission rights 8 (PLN/t).
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Source: ICE.

Reflecting previous cost increases, the reference price of heat produced from hard coal increased by 8% in
2020. It is a base to the increase in heat prices for co-generation entities establishing the tariff during 2021.
In the third quarter of 2021 the average market price of coal decreased by 7%, while the average price of CO;
emission rights increased by 137%.

Tariffs for the production of heat from gas in 2021 are set based on an increase in the reference price (+1%),
whereas in the third quarter of 2021 gas prices are already higher than in previous periods. Prices stand at
approx. PLN 182/MWh and are largely due to forward contracts.

7 PSCMI-2 Polish Steam Coal Market Index 2 - The average prices for pulverised coals sold to industrial and municipal heat plants,
other industrial customers and other domestic customers in Poland.
8 Arithmetic average of the daily and monthly records in a given period (spot price).
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Weather conditions also substantially affect the segment’s results. Temperatures directly shape the level of
heat demand. Simultaneously, the level of heat production determines the level of electricity production in co-
generation, which is an additional source of revenues that decisively affects the CHP plant’s profitability.

KEY FACTORS FOR THE RESULTS OF THE SEGMENT

Chart: Key changes of EBITDA in District Heating (in PLN million) — managerial perspective.

200
27
150 | 7
13 61
%81 %
100 | ?//
-38
-14 %
-83 -5 -2 -3
50
0
EBITDA  Heat Heat Electricity ~Electricity — Capacity EBITDA
Q3  production production production production  Market C?SteIOf Cocsgs ZOf Personne|3 Other* Q3
2020 - volume - price? - volume - price! revenues 2 expenses 2021
Change 13 27 -83 -5 61 -38 -14 -2 -3
Reported EBITDA
Q3 2020 115
One-off items Q3 2020 0
gg%mng EBITDAQ3 115 256 409 0 254 122 116 58
Fecuming EBITDAQ3 296 321 61 292 136 118 61 71
One-off and temporary 81
items Q3 2021
Reported EBITDA
Q32021 152

% Reversal of impact of total one-offs increasing the reported result.

! Adjusted for costs of certificates redemption.

2 Adjusted for result on resale of CO2 emission rights, assigned to a given period.
3 Personnel costs without including the impact of change in actuarial provision (one-off).

4 Other without including the impact of change in reclamation provision and LTC compensations (one-offs) and result of CO>

rolling for the next periods (temporary item).

Table: Data on one-off and temporary items in District Heating (PLN million).

Change of reclamation provision
Change of actuarial provision

LTC compensations

Rolling of CO2 hedging transactions -
temporary item

TOTAL

Q3 2021

1
71
81

Q3 2020

% change
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Key factors affecting the EBITDA result of District Heating segment on y/y basis included:

Higher volume of net heat production in the third of 2021 y/y is a result of lower outside
temperatures in September as compared to analogical period of 2020. The average temperatures
were by 1.9° C lower, what translated into increased heat production (by 0.3 PJ)

Increase of heat sale price is a result of increased tariffs for heat for the CHP plants following the
publication by the ERO of new reference prices for heat production in units not being co-generation
units.

Lower net electricity production volume in the segment as a result of lower electricity generation
from gas, due to higher gas prices on the wholesale market.

Decrease of electricity sale prices due to lower forward contracts with 2021 delivery as compared
to the contracts with 2020 delivery.

Capacity Market, a mechanism, which was not present in the base period.

Higher fuel consumption costs wjich are caused by increased volume of hard coal consumption
and higher gas prices. Additionally, due to the inclusion of CHP Pomorzany in the structures of the
District Heating segment, the consumption of biomass increased. The details are shown in the chart
below.

Higher CO: costs are mainly a result of higher price of allowances and lower allocation of allowances
granted free of charge. The details are shown in the chart below.

Higher personnel expenses result mainly from increased employment y/y.
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Chart: Consumption costs of production fuels in District Heating (in PLN million).
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Table: Data on use of production fuels consumption in District Heating.

Q3 2021 Q3 2020
Volume Cost Volume Cost
(tons ths) (PLN million) (tons ths) (PLN million)
Hard coal 369 113 300 95
Gas (cubic metres ths) 179 926 140 298 404 152
Biomass 182 34 15 3
Fuel oil and other raw materials - 5 - 4
TOTAL 292 254
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Chart: CO; costs in District Heating (PLN million).

200
150 + 31.41
- 0.02 PLN/t CO,
IntCO - 0.13
min 2 min t CO,
100
50
0
Allocation of free
COz2 costs o Average CO2 costs
Q3 2020 aIIowan_ces_ for CO2 CO2 emission CO, costs Q3 2021
emissions
Change 2 -18 30
CO: costs Q3 2020 122
CO: costs Q3 2021 136
Table: Data on CO; costs in District Heating.
Q3 2021 Q3 2020 % change
Allocation of free allowances for CO2 emissions (tons) 50 102 69 906 -28%
CO2 emission* (tons) 1100 726 1231 365 -11%
Average CO2 costs (PLN/t CO2)** 140.90 109.49 29%

* Estimates, emissions not verified - the emissions will be settled and certified by the authorised verifier of CO2
emission on the ground of yearly reports of volume of CO2 emissions.

** Managerial perspective

CAPITAL EXPENDITURES

Table: Capital expenditures incurred in District Heating segment in the third quarter of 2021 and 2020.

Q3 2021 Q3 2020%* % change
Investments in generating capacities, including: 160 142 13%
e Development 74 48 54%
. Modernisation and replacement 86 94 -9%
Other 10 14 -29%
TOTAL 170 156 9%

* Data for the third quarter of 2020 have been adjusted to the current division of capital expenditures into the indicated categories
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KEY EVENTS IN THE DISTRICT HEATING

In the third quarter of 2021, the implementation of a new gas and steam combined heat and power plant for
KOGENERACJA S.A. in Siechnice (Nowa EC Czechnica) was at the initial organizational and design stage. Basic
documentation of the project was prepared, works related to the preparation of the construction site and
organization of the construction facilities were carried out, and the necessary administrative permits were
obtained.

The new units are to replace the currently operating coal-fired CHP plant.

The project schedule provides for the commissioning of the CCGT unit in the second quarter of 2024.
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SEGMENT DESCRIPTION AND ITS BUSINESS MODEL

This segment is involved in the generation of electricity from renewable sources and in pumped storage
power plants.

Data presented below relate to the Q3 2021.

Renewables
Main revenue items PLN m Main cost items PLN m
Sale of electricity 220 Depreciation and 92
amortisation
Revenues from capacity 83 PR ¢
market Electricity (), 50 - 3¢9 eherdy 72
a incl. energy to pump water at 71
Sale of energy origin generation TWh S_J pumped-storage plants
. 46
certificates External services 33
Regulatory system
services 12 Employee wages 26
Taxes and fees 18
< l incl. real estate tax 16
Main result PLN m
items
EBIT 122
EBITDA 214

The Renewables segment is based mainly on revenues from the sale of electricity, however contrary to
production at industrial plants within the Conventional Generation segment, this revenue is subject to a larger
degree to changes in weather conditions and prices on the spot market due to the renewables sales model in
place. Electricity output volume translates into property rights (green certificates) and revenue from the sale
of energy origin certificates obtained by the segment's assets, excluding hydropower plants over 5 MWe.

Revenue from the Capacity Market, a mechanism introduced to prevent electricity shortages in the National
Power System, constitutes a significant item in the segment’s revenue, starting from 2021. Selected power
plants in the Renewables segment receive fees for performing the capacity obligation (a Capacity Market Entity
being on standby to supply electricity to the system and the obligation to supply specified capacity to the
system when the system is under threat). Capacity Market revenue compensated for revenue from ancillary
services. The readiness intervention reserve service was discontinued.

On the cost side, the most important items include: depreciation of segment assets, use of energy to pump

water at pumped-storage plants and third-party services, mainly the repair services. Property tax and
employee wages also constitute a significant cost item in this segment.
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The PGE Capital Group’s operations in renewable energy are managed by the PGE Energia Odnawialna S.A.
Due to the profile of operations, the segment includes PGE Baltica sp. z 0.0. This company is responsible for
all activities related to off-shore wind farms.

Assets in the segment include:

. 17 wind farms,

. 5 photovoltaic power plants,

. 29 run-of-river hydro power plants,

. 4 pumped-storage power plants, including 2 with natural flow.

Diagram: Main assets of the Renewables segment and their installed capacity.

FW Lotnisko 95 MWe ESP Zarnowiec 716 MWe
FW Wojciechowo 28 MWe
FW Karwice 46 MWe

‘ﬁ\ FW Malbork 18 MWe
FW Karnice I 31 MWe ‘ﬁ* -‘ﬁ\ 0
_ﬂ\ FW Kisielice I 12 MWe
FW Jagniatkowo 34 MWe ,ﬁ\ ‘ﬁ:f

FW Karnice Il 23 MWe ﬂ ﬁ

FW Rybice/Starza 75 MWe

FW Pelplin 49 MWe

FW Kisielice 41 MWe

FW Zuromin 61 MWe

EW Debe 20 MWe

FW Resko I 14 MWe
FW Resko II 76 MWe 0o

FW Skoczyktody 41 MWe

ESP with natural flow
Dychéw 88 MWe

FW Kamierisk 31 MWe

EW Tresna 21 MWe

ESP Porabka-Zar 540 MWe FW Galicja 12 MWe

ESP with natural flow
Solina 199 MWe

FW Wind farm
ESP Pumped storage power plant éﬁ\ Total installed capacity of run-of-river hydro
EW Hydro power plant wind O water power plants 95.8 MWe.
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KEY FACTORS FOR THE RESULTS OF THE SEGMENT

Chart: Key changes of EBITDA in Renewables (in PLN million) — managerial perspective.
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W//% Reversal of impact of total one-offs improving the reported result

1 The sum of electricity revenues includes revenues from main generation technologies (wind, water, PV, pumped storage).
2 Personnel costs without including the impact of change in actuarial provision (one-off).

Table: Data on one-offs in Renewables (PLN million)

Q3 2021 Q3 2020 % change
Change of actuarial provision 1 -
TOTAL 1 -

Key factors affecting the y/y results of Renewables included:

¢ Increase in revenues from electricity sales results from: higher average electricity sale price by PLN
177/MWh y/y, what translated into increase of revenues by approx. PLN 90 million and higher sales volume
by 3 GWh, what caused revenues increase of approx. PLN 1 million.

¢ Increased revenues from sales of certificates resulting from: higher average sale price of certificates
by PLN 45/MWh y/y, what translated into increase of revenues by approx. PLN 11 million; increased
generation volume by 5 GWh, what translated into increase of revenues by approx. PLN 1 million.

e Lower sales revenues from ancillary services result mainly from change in agreement for provision
of services and withdrawal of Readiness Interventional Reserve among others.
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¢ Capacity Market, a mechanism, which was not present in the base period.

¢ Decrease in other results mainly from higher operating costs - in connection with new assets
commissioned gradually in 2020: 3 wind farms and 4 PV plants. Additionally, from the beginning of 2021
pumped-storage units are obligated to pay grid fees in full in order to pump water that is used to generate
electricity. The change in model was caused by the discontinuation of certain ancillary services.

CAPITAL EXPENDITURES

Table: Capital expenditures incurred in Renewables segment in the third quarter of 2021 and 2020.

Investments in generating capacities, including: 27 23 17%
e  Development 19 5 280%
. Modernisation and replacement 8 18 -56%
Other 0 4 -100%
TOTAL 27 27 0%

KEY EVENTS IN RENEWABLES

As part of the undertaking in the field of photovoltaic projects, accompanying infrastructure related to power
outings will be created next to solar power plants. All installations will be built using modern photovoltaic
modules, the technical parameters of which allow for high productivity, in weather conditions typical for
climatic zones in Poland. Photovoltaic installations will be built not only under the auction system, but also on
the basis of long-term contracts for the sale of electricity ("PPA").

According to the PV Program, the PGE Capital Group intends to launch up to 3 GW of capacity in solar
installations within a decade and strengthen its position as the leader of the renewable energy market in the
country. Over 2 500 ha of land has already been secured for this purpose, on which it will be possible to build
PV farms with a total capacity of approx. 2 GW.

In the third quarter of 2021, preparatory work for the implementation of large-scale photovoltaic projects was
carried out in the scope of the PV Program. The building permit was obtained for a project with a capacity of
approx. 25 MWe and other administrative decisions allowing the submission of applications for a building
permit in the fourth quarter of 2021 for projects with a capacity of approx. 150 MWe.

Agreements with contractors were concluded for small installations that won the RES auction in June 2021.

Work on the construction site has commenced in three locations, including the assembly of supporting
structures. Preparatory works to commence works on the construction sites are underway in other locations.
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SEGMENT DESCRIPTION AND ITS BUSINESS MODEL

Core business of the segment includes supply of electricity to final off-takers through the grid and HV, MV and
LV infrastructure.

Data presented below relate to the Q3 2021. Number of customers as at the end of the third quarter of 2021.

Distribution
. . PLN
Main cost items
Volume of 9 30 m
. - distributed TWh Depreciation and
PLN .
Main revenue items m energy amortisation, liquidation, 306
S:isiggsdlstrlbuhon 1478 write-offs
Transmission services 291
Connection fees 22
CUSTRLE 5 = 58 m Personnel expenses 283
Taxes and fees 125
incl. real estate tax 114
Network loss* 106

Main result

items PLN m
EBIT 360
EBITDA 665

* managerial perspective.

Segment revenue is based on a tariff for electricity distribution services, which is approved by the
ERO President every year at company request and is regulated. The tariff allow costs related to the distribution
system operator's on-going activities to be transferred. These are both justified operating costs, depreciation,
as well as costs related to the necessity to cover grid losses on electricity distribution or the purchase of
transmission services from the TSO. At the same time, the tariff reflects the costs transferred in fees such
as the RES fee, the transition fee, the co-generation fee and - from 2021 - the capacity fee.

The key element shaping the Distribution segment's result is return on company's invested capital. This
is based on the Regulatory Asset Base ("RAB”), which is established on the basis of completed investments
and taking into account asset depreciation. The Regulatory Asset Base serves as the basis for calculating
return on capital, using weighted average cost of capital, which is published by the ERO President in accordance
with a set formula and using as the risk free rate the average yield on 10-year State Treasury bonds with the
longest maturity during the 36-month period preceding the tariff application submission, quoted on the
Treasury BondSpot market. In addition, return on capital depends on the achievement of individual quality
targets set by the ERO President for performance indicators including: interruption time, interruption
frequency, connection time and (not yet included) time to provide metering and settlement data.
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VOLUME, CUSTOMERS AND OPERATING DATA

PGE Dystrybucja S.A. operates in the area of 129 829 sq. km and delivers electricity to approximately 5.58

million customers.

Diagram: Area of PGE distribution grid.

- PGE distribution network area

Table: Volume of distributed energy and number of customers in the third quarter of 2021 and 2020.

Number of customers
according to power take-off points

Q3 2021 Q3 2020 Q3 2021 Q3 2020
A tariff group 1.40 1.31 115 109
B tariff group 3.85 3.66 12 879 12 377
C+R tariff groups 1.63 1.59 489 973 486 667
G tariff group 2.42 2.42 5072 439 5015 153
TOTAL 9.30 8.98 5 575 406 5 514 306
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KEY FACTORS FOR THE RESULTS OF THE SEGMENT

Chart: Key changes of EBITDA in Distribution (in PLN million) — managerial perspective.
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1 Excluding cost of transmission services from PSE S.A.
2 Adjusted for revenues from the Balancing market.
3 Personnel costs without including the impact of change in actuarial provision (one-off).
Table: Data on one-offs in Distribution (PLN million).
Q3 2021 Q3 2020 % change
Change of actuarial provision 16 - -
TOTAL 16 - -

Key factors affecting results of Distribution segment y/y included:

. Increased volume of distributed energy by 1.7 TWh resulting mainly from higher demand by
households.

. Decrease in rates in tariff for 2021 by PLN 3.4/MWh compared to the tariff for the corresponding
period of the previous year, that translated into an decrease in revenues from the sale of distribution
services.

o Lower costs of electricity purchases to cover network losses mainly as a result of a decrease

in the electricity purchase price to cover the losses.
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. Increase of costs of tax on real estate in connection with an increase of: grid assets value as a
result of investments; tax rates on land and buildings.

. Decrease in personnel expenses due to ongoing process to optimise costs.

. Change in other resulting from higher revenues from sale of other distribution services, mainly in

the field of collecting subsidies and release of provisions related to claims concerning non-contractual
use of properties as a result of a significant increase in the number of court cases being ruled in favour
of the company.

CAPITAL EXPENDITURES

Table: Capital expenditures incurred in Distribution segment in the third quarter of 2021 and 2020.

Q3 2021 Q3 2020%* % change
Investments in production capacities, including: 311 393 -21%
e Development investments 145 177 -18%
e  Modernisation and replacement 166 216 -23%
Other 1 14 -93%
TOTAL 312 407 -23%

* Data for the third quarter of 2020 have been adjusted to the current division of capital expenditures into the indicated
categories

In the third quarter of 2021 the largest expenditures in amount of PLN 137 million were incurred for connection
of new off-takers.
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SEGMENT DESCRIPTION AND ITS BUSINESS MODEL
Supply segment activities include Group’s wholesale and retail trading of electricity. Wholesale trading includes
mainly electricity trading on behalf of and for Conventional Generation segment, District Heating segment and

Renewables segment.

Data presented below relate to the Q3 2021. Number of customers as at the end of the third quarter of 2021.

Supply |

Main cost items* PLN m
i i * PLN Volume of
Main revenue items m electricity 9.14 Purchase of electricity 2 809
Sale of electricity 3339 sales to O Redemption of ener
final Twh cemption 9y 228
Sales management 234 off-takers 4, origin certificates
Sale of fuels 108 , ﬂ zigggétsoperating 169
R(aa\s/enue from the sale of 93 Customers* 5.44 Purchase of fuels 105
9 million includingtransport costs 3
Purchase of gas 101

-

Main result items PLN m
EBIT 307
EBITDA 316

* Data for PGE Obrot S.A.

As part of retail-market activities, the key source of segment’s revenue is sale of electricity to final
customers. This is sale to business and institutional clients, which constitutes more than 70% of the sales
volume, and to retail clients. The segment's revenue also includes the sale of fuels, mainly: pulverised coal

and coarse coal, which is sold by PGE Paliwa sp. z 0.0., and sale of gas.

Electricity sales are matched by the costs to purchase electricity on the wholesale market and costs to
redeem certificates as part of the support system for renewable sources and energy efficiency.

The Supply segment also incurs costs related to the Group's corporate centre.
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VOLUME, CUSTOMERS AND OPERATING DATA

Table: Volume of electricity sales to final off-takers and number of customers in the third quarter of 2021 and

2020.
according to power take-off points
Q3 2021 Q3 2020 Q3 2021 Q3 2020

A tariff group 1.87 2.33 141 142
B tariff group 3.49 3.87 11 812 12 543
C+R tariff groups 1.51 1.64 422 138 447 712
G tariff group 2.27 2.38 5 004 689 4 942 377
TOTAL 9.14 10.22 5438 780 5402774

* Data for PGE Obrot S.A.
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KEY FACTORS FOR THE RESULTS OF THE SEGMENT

Chart: Key changes of EBITDA in Supply (in PLN million) — managerial perspective.
600

46
500 |

143

400 r

21 132 B2

300 F L] |

-17 -35
200 +
100 *
0
Revenues from
EBITDA Result on  Result on pl-soe\;i\tljlggsto Result on Personnel Efé?/?;i:; EBITDA
Q3 electricity - electricity - other segments sale of expenses for onerous Other Q3
2020 volume margin of the PGE fuels ' contracts 2021
Group
Change -17 143 46 -6 -5 -132 -35
Reported EBITDA
Q3 2020 299
One-offs Q3 2020 -21
Recurring EBITDA
Q3 2020 320 160 213 9 81 81 62
Recurring EBITDA _
Q3 2021 286 259 3 86 51 97 314
One-offs Q3 2021 2
Reported EBITDA
Q3 2021 316
% Reversal of impact of total one-offs increasing the reported result.
|
|:| Reversal of impact of total one-offs reducing the reported result.
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Table: Data on one-offs in Supply (PLN million).
Q3 2021 Q3 2020 % change
Change of actuarial provision 2 - -
Voluntary Leave Program 0 -21 -
TOTAL 2 -21 -
Key factors affecting EBITDA of Supply segment y/y included:
. Higher result on electricity, due to lowered base in the sale of tariffed products in previous year - the

ERO President set the prices for households at a level which did not cover actual costs of electricity
purchase. The last year’s low base was also an effect of lower demand due to COVID-19, what resulted in
re-selling certain volumes on the spot market below purchase prices in forward transactions.

. Increase of revenues from services performed within the Group resulting mainly from higher
revenues from the Agreement for Commercial Management of Generation Capacities as a consequence
of increased trading value of electricity under management.
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. Lower result on fuel sales, mainly due to a lower result on the sale of coarse coal and slack to third
parties.

. Higher personel expenses as a result of change of actuarial provision (in the scope not related to one-
off).

. Negative impact of balance of provisions for onerous contracts resulting from high base level in

the analogical period of the previous year. In the third quarter of 2020, the result was due to reversal of
provision for onerous contracts, that mainly related to lack of coverage of part of justified operating costs
in the tariff for households approved by the ERO President. In turn, in the third quarter of 2021, the
provision for onerous contracts was created in connection with the dynamic increase on electricity and gas
wholesale markets.
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SEGMENT DESCRIPTION AND ITS BUSINESS MODEL

The core business of Circular Economy segment is the management of combustion by-products in the PGE
Group.

Data presented below relate to the Q3 2021.

Circular
Economy
Main cost items PLN m
. N Volume of
Main revenue items PLN m combustion Personnel expenses 22
Revenue from the economic :::;:;—:::cts 601 _
use of combustion by- 54 D from Mg t { 7 External services 18
products V' suppliers ¥ Amortisation and
> 3
Revenue from other 24 depreciation
services

$
Main result items PLN m

EBIT 15
EBITDA 17

From the beginning of 2021, PGE Group reports a new operating segment - Circular Economy, which includes
the following companies: PGE Ekoserwis S.A., EPORE S.A., ZOWER sp. z 0.0. The management of combustion
by-products at PGE Group turns waste into high-value substances that are used in other branches of economy
(cement industry, construction, road-building, mining) and thus reduces the volume of ultimate waste
generated.

The main revenue source in the Circular Economy segment is revenue from the economic use of
combustion by-products, which includes revenue from the sale of products manufactured on the basis of
combustion by-products in internal production processes and the sale of services related to the management
of combustion by-products. The level of revenue depends on multiple factors, including commercial potential
for selling combustion by-products, in processed and unprocessed form, seasonality of industries purchasing
combustion by-products, seasonality of suppliers of combustion by-products (power plants, combined heat-
and-power plants), volumes collected, efficiency of production infrastructure, capabilities for storing
combustion by-products as materials inventories intended for production, as well as market conditions.

Revenue from other services includes revenue from the sale of continuous and ad hoc services provided to

electricity and heat producers, including the operation of ash handling systems and equipment, operation of
technological lines, operation of mill facilities and operation of fuel and combustion by-product storage sites.
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KEY FACTORS FOR THE RESULTS OF THE SEGMENT

Chart: Key factors affecting EBITDA in Circular Economy segment (in PLN million) — managerial perspective.
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* The chart does not show data for the third quarter of 2020, because in that period companies from the Circular
Economy segment were presented in Conventional Generation, District Heating and Other Operations.

Key factors affecting EBITDA of Circular Economy segment included:

o Revenue from sale of combustion by-products: ash, slag, gypsum obtained in the process of hard
coal and lignite combustion.

o Revenue from sale of services, concerning services in the field of coal storage site operations and
heavy equipment rentals, mainly to PGE Group companies.

o Personnel costs necessary for the proper functioning of the segment.

o Third-party service costs, mainly concerning services in the field of transporting waste from

production units.
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3.4. Significant events of the reporting period and subsequent
events

IMPACT OF THE COVID-19 PANDEMIC ON PGE GROUP'S OPERATIONS

PGE Group identifies, on an ongoing basis, the risk factors that affect the Group's performance in connection
with the COVID-19 pandemic. In the first nine months of 2021, the impact of the pandemic on financial
performance remained limited. The nature and scale of possible further effects are difficult to estimate. What
will be important is the duration of the epidemic, its potential severity and extent and its impact on economic
growth in Poland. At the same time, the accuracy of estimates remains difficult in view of a number of other
factors affecting the power market, including the level of demand for electricity. The fourth wave of the
pandemic is expected to culminate in the fourth quarter of 2021, and its effects will be assessed in PGE Group’s
annual report for 2021.

The outbreak of the pandemic led to the economic slowdown in the economy in the world and in Poland. After
the “freezing” of the economy in Poland, the economic situation improved. These were reflected, among
others, in the rapid growth of GDP and industrial production in the second and third quarter of 2021 on a year-
on-year basis.

Nevertheless, another implementation of restrictions may result in the reduced level of economic activity,
which may create risk that the lower level of domestic electricity consumption will continue periodically, what
may have impact on the decrease in revenues and margins from energy generation, distribution and sales in
the Conventional Generation, Distribution, Supply, as well as in District Heating segment. Most of the
production for 2021 was contracted in previous years, which is why the potential negative impact of lower
volumes on the Conventional Generation segment was largely limited. At the same time, when contracting
production for 2022, the Group is to a large extent hedging against the potential effects of the return of the
pandemic or economic.

If the pandemic situation were to deteriorate, the Supply segment would face the risk of a decline in demand
for electricity, which could result in lower sales to end users and a higher cost to balance electricity. Also in
the Distribution segment, a lower volume of deliveries made to final off-takes would directly translate into
lower revenues earned on this account.

As at September 30, 2021, the impact of the expected increase in payment congestion, especially regarding
receivables from small and medium-sized enterprises, was not significant. As it is described in note 2.4 to the
consolidated financial statements, the Group created additional write-offs on receivables in the amount
of PLN 14 million. On the other hand, depending on the further epidemiological and economic situation, the
risk of deteriorated liquidity of PGE Group and increased impairment losses on overdue receivables still exists
and is monitored on an ongoing basis. Currently, the Group does not expect the occurrence to be more material
and does not identify any liquidity risk.

PGE Group's plants are of strategic importance for maintaining undisturbed production and supply of electricity
and heat in Poland. The COVID-19 pandemic has affected the change of work organisation, especially with
respect to PGE Group's generation units. In many cases, this involves additional costs resulting from, for
example, the purchase of protective materials for employees. Since the beginning of the pandemic, the Group
has introduced work rules that aim to reduce, as much as possible, the health risk for employees. As one of
the largest employers in Poland, with approx. 40 thousand employees, PGE Group takes a number of measures
related to the organisation of the companies and work to ensure business continuity, protect the health and
life of its employees, including the implementation of teleworking and rotational work, raising awareness of,
in particular, the basic principles of protection against coronavirus, prevention and quarantine.

PGE Group constantly conducts communication activities aimed at employees, to build awareness of the
positive effects of vaccinations - both individual and social. In addition, internal communication is carried out
related to the course of the pandemic and encouraging to minimise the risk of infection - that is, keeping a
distance, washing hands frequently or using office spaces in a safe way. PGE has established a Crisis Team to
collect information from all Group companies, monitor the situation in individual companies on an ongoing
basis and take appropriate steps. The production branches also have plans for operation with increased
absenteeism that are developed and verified on an ongoing basis, and as plants of strategic importance from
the point of view of maintaining undisturbed production and supply of electricity and heat, they are in constant
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contact with local authorities responsible for monitoring the situation in the country in all locations of PGE
Group entities.

In the area of retail customer service, PGE Group focused primarily on expanding remote service channels.

Due to the introduction of appropriate countermeasures at the early stage of the pandemic, PGE Group has
been continuously producing electricity and heat and ensuring their uninterrupted supply.

PGE Group has been monitoring the further impact of the COVID-19 pandemic on the financial condition of
the PGE Group and is preparing for various scenarios. The pandemic has accelerated the introduction of
measures to prepare the entire organisation to changes in order to tackle the decarbonisation challenges faced
by energy companies. This will require considerable financial expenditure. All potential savings scenarios for
both capital expenditures and operating costs were analysed in order to focus on the most important
development projects related to the core business of PGE Group.
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CHANGES IN THE MANAGEMENT BOARD AND SUPERVISORY BOARD
MANAGEMENT BOARD MEMBERS

From January 1, 2021 till March 31, 2021 the Management Board had worked in following composition:

Wojciech Daprowski President of the Management Board from February 20, 2020
Wanda Buk Vice-President for Regulatory Affairs from September 1, 2020
Pawet Cioch Vice-President for Corporate Affairs from February 24, 2020
Pawet Straczynski Vice-President for Finance from February 24, 2020
Pawet Sliwa Vice-President for Innovations from February 20, 2020
Ryszard Wasitek Vice-President for Operations from February 20, 2020

On March 31, 2021 Mr Pawet Straczynski - Vice-President for Finance - submitted his decision to resign from
the position. The resignation took effect on April 1, 2021.

After a competitive procedure, on June 8, 2021 the Supervisory Board adopted resolution no. 396/X1/2021
on appointing Mr Lechostaw Rojewski to the Management Board of PGE Polska Grupa Energetyczna S.A.
entrusting him the position of the Vice-President for Finance as from June 9, 2021.

As at September 30, 2021 and at the publication date of this report, the Management Board has worked in
following composition:

Wojciech Dabrowski President of the Management Board from February 20, 2020
Wanda Buk Vice-President for Regulatory Affairs from September 1, 2020
Pawet Cioch Vice-President for Corporate Affairs from February 24, 2020
Lechostaw Rojewski Vice-President for Finance from June 9, 2021
Pawet Sliwa Vice-President for Innovations from February 20, 2020
Ryszard Wasitek Vice-President for Operations from February 20, 2020

SUPERVISORY BOARD MEMBERS

As at September 30, 2021 the Supervisory Board worked in following composition:

Anna Kowalik Chairman of the Supervisory Board

Artur Skfadanek Vice-Chairman of the Supervisory Board - independent
Grzegorz Kuczynski Secretary of the Supervisory Board - independent
Janina Goss Supervisory Board Member - independent

Tomasz Hapunowicz Supervisory Board Member - independent

Marcin Kowalczyk Supervisory Board Member

Mieczystaw Sawaryn Supervisory Board Member - independent

Jerzy Sawicki Supervisory Board Member - independent

Radostaw Winiarski Supervisory Board Member
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As at September 30, 2021 the committees of the Supervisory Board worked in following compositions:
Name and

surname of the Audit STHiatnee Development  Remuneration
member of the Committee o ‘ .
Supervisory Board Committee Committee Committee
Janina Goss Member Member
Tomasz Hapunowicz Chairman Member
Marcin Kowalczyk Member
Anna Kowalik Member Member Member
Grzegorz Kuczynski Chairman Member
Mieczystaw Sawaryn Member Chairman
Jerzy Sawicki Member Member Member
Artur Sktadanek Member Chairman
Radostaw Winiarski Member Member

On November 15, 2021 the Extraordinary General Meeting adopted resolution no. 4 with regard to the changes
in the Supervisory Board, dismissing Mr Jerzy Sawicki from the Supervisory Board, and then adopted resolution
no. 5 appointing Mr Zbigniew Gryglas to the Supervisory Board.

As at the publication date of this report, the Supervisory Board has worked in following composition:

Name and surname Position

Anna Kowalik

Artur Sktadanek
Grzegorz Kuczynski
Janina Goss
Zbigniew Gryglas
Tomasz Hapunowicz
Marcin Kowalczyk
Mieczystaw Sawaryn
Radostaw Winiarski

Chairman of the Supervisory Board

Vice-Chairman of the Supervisory Board - independent
Secretary of the Supervisory Board - independent
Supervisory Board Member - independent

Supervisory Board Member

Supervisory Board Member - independent

Supervisory Board Member

Supervisory Board Member - independent

Supervisory Board Member

As at the publication date of this report, the committees have worked in following compositions:

Name and
surname of the

member of the

Appointment and
Remuneration

Supervisory Board

Janina Goss
Tomasz Hapunowicz
Marcin Kowalczyk
Anna Kowalik
Grzegorz Kuczynski
Mieczystaw Sawaryn

Artur Skfadanek

Radostaw Winiarski

. Corporate Strategy and
Audit
s Governance Development
Committee ) .
Committee Committee
Member
Chairman Member
Member
Member Member
Chairman Member

Member
Member Chairman
Member Member

Committee

Member

Member

Chairman
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IMPAIRMENT TESTS ON PROPERTY, PLANT AND EQUIPMENT, INTANGIBLE ASSETS AND GOODWILL

Property, plant and equipment is PGE Group's most significant group of assets. Due to variable macroeconomic
conditions, PGE Group regularly verifies indications of impairment for its assets. When assessing the market
situation PGE Group uses both its own analytical tools and independent think tanks’ support. In previous
reporting periods, PGE Group recognised substantial impairment allowances of property, plant and equipment
of Conventional Generation segment, District Heating segment and the Renewables segment. An impairment
loss recognised in the Renewables segment was also partially reversed in previous reporting periods.

At June 30, 2021, the Group analysed impairment indications and identified factors that could result in changes
to the asset values in the Conventional Generation and Renewables segments. The tests showed no need to
recognise an impairment loss for the Conventional Generation segment and the necessity to reverse the
impairment loss for the Renewables segment. An analysis of the indications for conducting impairment tests
in the District Heating segment did not show the need to conduct these tests.

The results of the test are described in Note 3 (with regard to property, plant and equipment), 7.6 and 8 (with
regard to partial reversal of loss of value of shares in the associate - Polska Grupa Gornicza S.A., recognised
in the consolidation under the equity method) to the consolidated financial statement.

In the third quarter of 2021, the Group re-analyses the indications and found no significant changes compared
to the previous analysis. Accordingly, the results of the tests carried out as of June 30, 2021 remain valid as
of September 30, 2021.

The impairment test results were disclosed in the current report of PGE S.A.:

Information on the result of impairment tests

ACTIVITIES RELATED TO NUCLEAR ENERGY
BUSINESS PARTNERSHIP AND SALE OF 100% SHARES IN PGE EJ 1 TO THE STATE TREASURY

Until the end of the first quarter of 2021, company PGE EJ 1 (set up in 2010) was part of the PGE Capital
Group. In 2014, a shareholder agreement was signed, pursuant to which ENEA S.A., KGHM Polska Miedz S.A.
and TAURON Polska Energia S.A. each purchased from PGE a 10% stake in PGE EJ1 (30% in total).

In the first quarter of 2021, talks regarding the acquisition by the State Treasury of 100% shares in PGE EJ1
from PGE and other partners continued. The intention to conclude such transaction was expressed in the Letter
of Intent signed on October 1, 2020 between PGE, KGHM Polska Miedz S.A., TAURON Polska Energia S.A.,
ENEA S.A. and the State Treasury.

The business model for Polish nuclear power plants envisaged in the Nuclear Power Programme updated in
October 2020, provides for the State Treasury's acquisition of 100% of shares in the special purpose company
responsible for investments in nuclear power in Poland, i.e. PGE EJ1 Sp. z 0.0.

On March 26, 2021 PGE, KGHM Polska Miedz S.A., TAURON Polska Energia S.A., ENEA S.A. and the State
Treasury concluded an agreement to sell 100% shares in PGE EJ 1 to the State Treasury. In accordance with
the provisions of the agreement, PGE sold to the State Treasury 3 727 661 shares of PGE EJ1, constituting
70% of the share capital of PGE EJ1 and representing 70% of votes at the Assembly of Partners. The sale
price for all shares amounted to PLN 531 362.0 thousand, out of which PGE received PLN 371 953.4 thousand.

In accordance with the provisions of the agreement, the transfer of ownership of shares took place on the
payment date by the State Treasury what was made on March 31, 2021. On that day, PGE ceased to be the
parent company of PGE EJ 1 sp z 0.0. within the meaning of the Commercial Companies Code.

Following the transaction, PGE EJ1 is no longer a company of the PGE Capital Group.

Sale of shares in PGE EJ1 constitutes the implementation of one of the activities provided in the PGE Group’s
Strategy until 2030 announced on October 19, 2020.
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The sale of shares in PGE EJ 1 was described in the current report of PGE S.A.:

Signing of the agreement for the sale of PGE EJ 1 shares

COMPENSATIONS FROM WORLEYPARSONS

On March 26, 2021 PGE, KGHM Polska Miedz S.A., TAURON Polska Energia S.A. and ENEA S.A. signed with
PGE EJ1 an annex to the agreement dated April 15, 2015 regarding WorleyParsons, according to which PGE,
KGHM Polska Miedz S.A., TAURON Polska Energia S.A. and ENEA S.A. are proportionally responsible for
liabilities or are proportionally entitled to claims that may potentially arise as a result of resolution of a dispute
with WorleyParsons, up to the level of claims together with accrued interest as at March 26, 2021.

Detailed information are described in note 24.1 to the consolidated financial statements.
LEGAL ASPECTS
THE ISSUE OF COMPENSATION REGARDING THE CONVERSION OF SHARES

Information on the issue of compensation regarding the conversion of shares are described in note 24.4 to
the consolidated financial statements.

INFORMATION CONCERNING PROCEEDINGS IN FRONT OF COURT, BODY APPROPRIATE FOR ARBITRATION
PROCEEDINGS OR IN FRONT OF PUBLIC ADMINISTRATION AUTHORITIES

Significant proceedings pending in front of courts, competent arbitration authority or public administration
authority are described in note 24.4 to the consolidated financial statements.

TERMINATION BY ENEA S.A. OF AGREEMENTS FOR SALE OF CERTIFICATES

Information on termination by ENEA S.A. of agreements for sale of certificates are described in note 24.4 to
the consolidated financial statements.

INFORMATION CONCERNING THE GUARANTEES FOR LOANS GRANTED BY THE COMPANY OR A
SUBSIDIARY

Within the Group, as at September 30, 2021 PGE S.A. and subsidiaries did not grant guarantees to other
entities or to a subsidiary, where a value of guarantees constitutes at least 10% of the Company’s equity.
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INFORMATION ON ISSUE, REDEMPTION AND REPAYMENT OF DEBT SECURITIES AND OTHER
SECURITIES

Information on issue, redemption and repayment of debt securities and other securities is described in p. 4.1
of the foregoing report and in note 1.3 to the consolidated financial statements.

TRANSACTIONS WITH RELATED ENTITIES

Information about transactions with related entities is presented in note 26 to the consolidated financial statements.

SUBMITTING OF AN INITIAL NON-BINDING OFFER FOR ACQUISITION OF SHARES IN FORTUM GROUP’S
ASSETS BY A CONSORTIUM WITH PARTICIPATION OF PGE

On October 27, 2020, an investment consortium, a part of which was PGE, has submitted an initial, non—
binding offer to purchase district heating and cooling businesses in Estonia, Lithuania, Latvia and Poland from
Fortum Holding B.V. The participants of the consortium are: PGE, Polskie Gérnictwo Naftowe i Gazownictwo
S.A., PFR Inwestycje FIZ (Closed-end investment fund) which is managed by Polski Fundusz Rozwoju S.A.
(Polish Development Fund) and IFM Investors Pty Ltd.

On November 16, 2020 PGE and Polskie Gornictwo Naftowe i Gazownictwo S.A. (the “Partners”), submitted a
revised, initial non-binding offer to acquire assets owned by Fortum Holding B. V.

Under the revised Offer, the Partners are bidding for the district heating business operated by Fortum Holding
B.V. exclusively in Poland. PGE further announces that the Partners abandoned their original intention to
purchase the Fortum Group’s assets operating in Estonia, Lithuania and Latvia, and decided they would not
participate in the investment consortium with PFR Inwestycje FIZ and IFM Investors Pty Ltd.

Currently, joint works towards the submission of a binding offer are being continued. The core business of
Fortum Holding B.V.’s Polish subsidiary is generation, distribution and sale of heat and the generation of
electricity.

The acquisition of the shares in the Fortum Group’s assets is in line with PGE Group’s Strategy until 2030
announced on October 19, 2020.

Current reports of PGE S.A.:

Submitting of an initial non-binding offer for acquisition of shares in Fortum Group’s assets

Submitting of an initial non-binding offer for acquisition of shares in Fortum Group’s assets - 2

APPROVAL OF THE ENERGY POLICY OF POLAND UNTIL 2040 (“PEP2040")

On February 2, 2021, the Council of Ministers approved the Energy Policy of Poland until 2040. PEP2040 is a
vision for Poland's energy transition strategy, presenting inter alia, a proposed structure of electricity
generating units. According to PEP2040, the share of zero-emission units will grow and the share of coal units
will decrease. The full text of PEP2040 was published on March 10, 2021.

The pace of energy transition and trends assumed in PEP2040 have recently accelerated and strengthened
significantly. In July 2021, the European Commission published the Fit for 55 legislative package, aimed at,
inter alia, achieving the reduction of greenhouse gas emissions in the EU by 55% (previously 40%) by 2030
compared to 1990. As expected by market participants, the reform of the EU ETS included in the package
should result in a significant increase in the price of CO, emission allowances, which in practice took place in
the first half of the current year. As a result, the current level of prices of CO, emission allowances significantly
differs from the assumptions of PEP2040. Another important element that differs significantly from the
assumptions of the Policy is the dynamic increase in photovoltaic capacity as a result of the operation of
numerous co-financing programs, a discount system for prosumers and RES auctions. As a result, the level of
installed capacity assumed for 2030 has already been achieved.
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In view of the above, to assess the recoverable amount of its generation assets, PGE Group adopted
assumptions that take into account the current market and regulatory situation. Possible future differences
compared to the adopted assumptions may lead to changes in the financial situation and financial results of
the PGE Group and will be included in future financial statements.

SIGNING OF AN INVESTMENT AGREEMENT WITH GRSTED REGARDING OFFSHORE WIND PROJECTS

On February 10, 2021, entities from PGE and @rsted group concluded an agreement, according to which the
parties determined their share at 50% in two offshore projects developed until now by PGE Group: Baltica-2
(through SPV named EWB2 with potential capacity of approximately 1.5 GW) and Baltica 3 (through SPV
named EWB3 with potential capacity of approximately 1 GW).

The Investment Agreement constitutes a legal framework for the establishment of a joint venture dedicated
to the development, construction and operation of the Baltica-2 and Baltica-3 offshore wind power farms.

On May 6, 2021, following the fulfilment of the conditions precedent the transaction was finalised. As part of
the transaction the @rsted group subscribed for the shares representing 50% of the share capital of EWB2 and
EWB3 - the companies developing two offshore windfarms: Baltica-2 and Baltica-3. Upon the registration of
the share capital increase, @rsted and PGE became 50/50 partners in the joint ventures.

The total subscription price for 50% of the shares in Baltica-2 and Baltica-3 amounted to the equivalent of
approx. PLN 686 million. Upon the fulfiiment of certain assumptions, the relevant investors from @rsted group
will be required to provide EWB2 and EWB 3with additional cash contributions which may amount in total up
to PLN 1 024 million.

At the closing of the transaction the entities from both @rsted and PGE groups entered into a number of
documents separately for each EWB2 and EWB3, including notably:

. the shareholders’ agreements regulating, inter alia, the corporate governance of the joint ventures,
functioning of integrated project teams, obligations of the parties related to the funding of and
providing for other support to the joint ventures, restrictions regarding the transfer of interest on the
joint ventures as well as the consequences of any events of default and change of control;

. the development services agreements regulating the provision of development services to the joint
ventures by the respective affiliates of both parties;

. the resource provisions agreements based on which both parties will delegate personnel to the joint
venture;

. the shareholder loan agreements under which the shareholders will provide debt financing (in addition

to equity financing) to the joint ventures;

. the corporate guarantees issued by both PGE and @rsted Wind Power A/S under which both parties
guarantee the commitments of their respective subsidiaries in the development stage of the projects.

Current reports of PGE S.A.:

Signing of an investment agreement with @rsted regarding offshore wind projects

Closing of the transaction regarding offshore wind projects

COMMISSIONING OF UNIT NO. 7 IN TUROW POWER PLANT

On February 25, 2021 PGE GiEK, after detailed analysis of the Consortium’s proposal for change in the schedule
and price of the contract with regard to methodic accuracy of assumptions taken, reasons for delay and
planned methods of further management of the project execution, concluded a settlement agreement in front
of the mediator that concerns designing and turn-key construction of power unit in Turéw power plant, being
realized by consortium including companies: Mitsubishi Hitachi Power System GmbH (Consortium leader),
Tecnicas Reunidas S.A. and Budimex S.A. The value of the Agreement was increased by approx.

82 of 102


https://www.gkpge.pl/Investor-Relations/Current-reports/3-2021
https://www.gkpge.pl/Investor-Relations/Current-reports/14-2021

Management Board’s report on activities of the PGE Capital Group for

the 3-month and 9-month period ended September 30, 2021 G’GE

PLN 108 million net, i.e. to PLN 3 755 million net. The commissioning date of the unit was postponed
by 6 months i.e. until April 30, 2021.

On April 30, 2021 the Management Board of PGE had taken about the another postponement of the completion
of the investment, resulting in changing the commissioning date of the unit no. 7 to May 14, 2021.

A scheduled standstill of unit 7 at the Turéw plant, resulting from contractual provisions, began on June 19,
2021. During that time, the Consortium made a technical inspection of the equipment after the first month of
the unit's operation. Optimisation and maintenance work was carried out. All activities carried out by the
Consortium on the new generating unit are standard and are aimed at ensuring its stable operation in the
future. On July 24, 2021, unit 7 was re-integrated into the national power system.

In the following months, shutdowns were also made to eliminate the identified malfunctions. The works were
carried out by the general contractor of the investment, who under the signed “turnkey” contract for the
construction of a unit was obliged to eliminate faults that were not caused by the fault of the investor.

All works carried out by the general contractor are aimed at further, stable operation of the new generation unit
in Turow.

Current reports and press releases of PGE S.A.:
Signing of the settlement agreement regarding the unit in Turdéw

Delay of the commissioning of the unit no. 7 in Turdw power plant

Unit No. 7 at Turow Power Plant at full disposal for PSE

CZECHIA'S COMPLAINT AGAINST POLAND REGARDING PROLONGATION OF MINING CONCESSION FOR
KWB TUROW MINE

On September 30, 2020 the Czech Republic lodged a letter with the European Commission pursuant to art.
259 of the Treaty on the Functioning of the European Union initiating a proceeding against Poland for alleged
violations of EU law in connection with the extension of the term of the concession for lignite mining for 6
years for KWB Turdw (Turdw lignite mine). The case was given a reference number C-121/21.

On December 17, 2020 the European Commission issued a reasoned opinion in which it agreed with some of
the infringements alleged by Czechia, at the same time indicating that the prolongation of KWB Turdéw’s
functioning did not infringe on the provisions of the water framework directive. The European Commission also
emphasised that some of the other infringements alleged by Czechia were unfounded.

On February 26, 2021 the Czech government lodged a complaint against Poland with the Court of Justice of
the European Union. A summary of the complaint and key arguments were published in the EU Official Journal
on April 19, 2021. The Member States are parties to the proceedings, which excludes the possibility of
participation of natural and legal persons, even if the case is directly connected with their activities.

On May 21, 2021 the Vice-President of the Court of Justice of the European Union issued an order on an
interim measure as follows: “Poland must immediately cease lignite extraction activities in the Turéw mine
until a judgment of the Court brings case C-121/21 to an end.” An interim measure does not rule on the merits
of the case.

On June 9, 2021, the European Commission joined the main proceedings as an intervener supporting some of
the claims of the Czech side. In the interim measure procedure, the Czech Republic additionally demanded a
fine for each day of non-compliance with the decision to immediately cease lignite mining. At the same time,
the Republic of Poland applied for annulment of the decision on interim measures due to a change in
circumstances within the meaning of art. 163 of the Rules of the Court of Justice. In accordance with the
decision of September 20, 2021, the Vice-President of the Court of Justice dismissed the request to revoke
the interim measure and ordered Poland to pay the European Commission a fine in the amount
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of EUR 500 000 per day, starting from the date of delivery to Poland of the decision until that Member State
complies with the decision of May 21, 2021. In the opinion of the Company, it is not possible to transfer the
above-mentioned penalties onto PGE Group companies.

A hearing at the EU Court of Justice was held on November 9, 2021. A ruling in the main case (C-121/21) is
expected to be issued in the first quarter of 2022 at the earliest.

PGE Group does not plan to stop coal mining activities at KWB Turdéw and electricity generation activities at
the Turdow plant. The operation of the Turéw lignite mine is conducted in compliance with the provisions of
national law and European environmental standards, on the ground of legally obtained licence. The
government of the Republic of Poland takes the same position in this respect, additionally pointing out that
the suspension of works in the mine would endanger the stability of the Polish power system and would have
negative consequences for the country’s energy security. Government representatives also point to the lack
of legal grounds to order the suspension of work at KWB Turéw.

In the opinion of the Group, the dispute does not affect the financial statements as at the date of their
preparation. At the same time, the Group will monitor the course of the case on an ongoing basis and any
possible events that will occur will be appropriately reflected in future financial statements.

CONSTRUCTION OF GAS AND STEAM CHP PLANT IN SIECHNICE (NEW CZECHNICA CHP PLANT)
On March 1, 2021 the Management Board of KOGENERACJA S.A. decided on:

. conditional approval of selection of the offer by consortium consisting of Polimex Mostostal S.A.
(Consortium Leader) and Polimex Energetyka sp. z o0.0. (Consortium Partner) submitted in the
procurement procedure titled ,Turn-key construction of CCGT combined heat and power plant for
Zespot Elektrocieptowni Wroctawskich KOGENERACIA S.A. in Siechnice”,

. giving consent for conditional signing of the agreement with the above mentioned consortium.

On March 5, 2021 the Supervisory Board of the company adopted resolution on giving consent to pursue the
above investment, in connection with which new fixed assets will be created with a value exceeding PLN 10
million, provided that the Energy Regulatory Office (ERO) President grants a co-generation individual premium
to the Company for unit New Czechnica CHP plant, on the ground of the Act of December 14, 2018 on
promotion of electricity from highly-efficient co-generation.

On March 12, 2021 the company received a co-generation individual premium for unit New Czechnica CHP
plant, by the decision by the ERO President.

On April 1, 2021, the Extraordinary General Meeting of the company adopted resolution on giving consent to
acquisition of non-current assets, within the meaning of the Accounting Act of September 29, 1994, exceeding
PLN 10 million through giving consent to pursue agreement for construction of CCGT combined heat and power
plant in Siechnice, on the ground of agreements with a syndicate of: Polimex Mostostal S.A. and Polimex
Energetyka sp. z 0.0. with a value of approx. PLN 1.2 billion net and the corresponding LTSA with a value of
approx. PLN 118 million net.

Thus, on April 1, 2021 the last condition was fulfilled with regard to the acceptance of the selection of the
consortium.

On June 23, 2021 an agreement (the “Agreement”) was concluded with syndicate of companies Polimex
Mostostal S.A. and Polimex Energetyka sp. z 0.0. for construction of gas and steam CHP plant in Siechnice for
KOGENERACJA S.A.

Subject matter of the Agreement is realisation by the contractor of turn-key construction of CCGT unit with a
total gross capacity of 179.4 MWe and 162.9 MWt, heat accumulator and four water boilers with total capacity
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of 152 MWt. New units will replace currently existing hard coal-fired CHP plant. The value of the Agreement
for construction of CHP (EPC agreement) amounts to PLN 1 159 180.0 thousand net.

In connection with the EPC agreement, a LTSA (Long-Term Service Agreement) was also signed with regard
to service for 103 months starting from the commissioning date of the units. The value of the LTSA amounts
to PLN 25 027.8 thousand net and EUR 20 717.8 thousand net. The total value of all concluded contracts
amounts to approx. PLN 1 278 353.8 thousand netto (according to the average EUR/PLN exchange rate on
June 21, 2021).

The project schedule provides for the commissioning of the CCGT unit in the second quarter of 2024.

Current reports of PGE S.A.:

Conditional approval of offer for construction of New Czechnica CHP plant.

Fulfilment of conditions necessary to sign a contract for construction of gas New Czechnica CHP plant.

Signing of a contract for construction of gas and steam CHP plant Czechnica.

GRANTING OF CONTRACTS FOR DIFFERENCE FOR PGE GROUP’S OFFSHORE WIND FARMS

On April 7, 2021, the ERO President awarded right to cover negative balance of electricity (the “Contract for
Difference”, “"CfD") to the Baltica-2 and Baltica-3 offshore wind farms with a total capacity of up to 2.5 GW.
The right to the CfD guarantees a price at a maximum of PLN 319.60/MWh in accordance with the Decree of
the Minister of Climate and Environment of Poland and the Act of December 17, 2020 on promoting electricity
generation in offshore wind farms. The CfD award, including the final price, is subject to final approval from
the European Commission.

The PGE Group and @rsted have started a process of individual negotiations with the European Commission
regarding the determination of an individual price in the Contract for Difference. A set of documents - required
for the so-called offshore act - was filed. Before they are sent to the European Commission, they will be
verified by the ERO and the Office of Competition and Consumer Protection ("UOKiK"), each of which has the
right to ask for explanations or answers to additional questions.

The decision of the European Commission is expected within the year.

Current report of PGE S.A.:

Granting of contracts for difference for PGE’s offshore wind farms.

RECOMMENDATION NOT TO PAY DIVIDEND FOR 2020

On April 27, 2021, the Management Board of PGE decided on the recommendation not to pay dividend for
2020 to the PGE'’s shareholders. Decision was taken in accordance with the dividend policy, particularly
following the analysis of the Company’s indebtedness in the context of the implementation of the investment
program, in line with the assumptions of the PGE Group’s Strategy until 2030.

During a General Meeting on June 29, 2021, the shareholders of PGE S.A. decided to allocate all of the 2020
profit to supplementary capital.

Current report of PGE S.A.:

Recommendation not to pay dividend for 2020.

PROLONGATION OF COAL MINING CONCESSION FOR KWB TUROW TO 2044

On April 28, 2021 the Minister of Climate and Environment prolonged the existing concession for the mining
of lignite and associated minerals at the “Turow” deposit to 2044.
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According to the Minister of Climate and Environment, the continued mining of lignite and accompanying
minerals at the “Turéw” deposit is compliant with the rational deposit management concept therefore the issue
of the decision making it possible for the mining facility to continue operating was justified.

SHUT-DOWN OF 10 UNITS AT BELCHATOW POWER PLANT

On May 17, 2021, 10 units of Betchatow power plant with a total capacity of approx. 3 900 MW were shut
down as a result of reasons at the side of PSE S.A. All units were put back to operation on May 18, 2021. The
shutdown did not result in interruptions in electricity supplies and was not felt by consumers. The reason for
the shutdown was a disturbance at the Rogowiec power station, to which 11 units of the Betlchatéw Power
Plant are connected.

PLANNED TRANSFER OF COAL ASSETS TO THE NATIONAL ENERGY SECURITY AGENCY

On May 21, 2021, the following project was published in the list of legislative and program works of the Council
of Ministers: "Transformation of the electricity sector in Poland. Separation of generation coal assets from
companies with State Treasury shareholding ”. According to the draft project, the asset spin-off process will
be pursued through acquisition by the State Treasury from PGE S.A., ENEA S.A., TAURON Polska Energia S.A.
and ENERGA S.A. (which was not included in the published draft, but joined the transformation process in
June 2021) all assets related to the generation of electricity in hard coal-fired and lignite-fired power plants,
including service companies providing services to them. Due to the inseparability of lignite-fired energy
complexes, lignite mines will also be among the acquired assets. Assets related to hard coal mining will not
be transferred to the entity dealing with generation of electricity in coal units. CHP plants will not be subject
to his transaction, as they are planned to be modernized towards low and zero-emission sources. Then, the
State Treasury will integrate the acquired assets within one entity. The integrator is to be PGE GIiEK S.A. The
integration will take place through the merger of the companies acquired by the State Treasury or their
contribution for a capital increase to PGE GiEK S.A. PGE GIiEK will be operating under the name of the National
Energy Security Agency (Polish "NABE"”). NABE will be a self-sufficient entity that, as part of its operations,
will carry out maintenance and modernisation investments necessary to maintain the efficiency of the coal-
fired units in operation. Transaction is to take place following appropriate business and economic analyses,
including due diligence and valuations of the assets subject to transaction. The method of settlement of the
transaction, based on the valuation made, due to the indebtedness of the generation companies towards
parent entities in their capital groups, will be subject to detailed arrangements between the State Treasury
and the current owners.

According to the assumptions of the project, after the separation of coal generation assets, energy companies
will focus on the implementation of low and zero-emission investments, and NABE, operating in the form of a
company with 100% State Treasury shareholding, will be the owner of coal-based generation assets. The role
of NABE will be to ensure the necessary power balance in the energy system, limiting itself to the necessary
replacement investments and gradual decommissioning of coal-fired units along with the progressive capacity
increase from low and zero-emission sources, ensuring the country's energy security.

Public consultations on the published draft were conducted. An updated version of the document "Transition
of Poland's energy sector. Carve out of coal-based generation assets from companies with a State Treasury
shareholding." has not yet been published. On July 23, 2021, PGE S.A., ENEA S.A., TAURON Polska Energia
S.A. and ENERGA S.A. executed an agreement with the State Treasury regarding cooperation on the carve
out of coal-based energy generation assets and their integration into NABE.

A precise date for the disposal of the coal assets, their valuation and means of settling debt and other liabilities
related to these assets has not yet been set. In connection with this, it is currently not possible to determine

the impact of this division on the future financial statements of PGE and PGE Group.

The Company expects the process to sell these assets to NABE to take place in 2022.
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Current report of PGE S.A.:

Agreement regarding co-operation in spin-off of coal assets to National Energy Security Agency.

AFFIRMATION OF PGE'S RATING AT BAA1 WITH STABLE OUTLOOK
On June 30, 2021 Moody'’s Investors Service affirmed rating for PGE S.A. at Baal and its stable outlook.

According to the opinion issued by this institution, the rating affirmation reflects PGE's currently strong
financial risk profile, which provides the Company with some flexibility to absorb a large investment program
and withstand potential changes in Poland's electricity market.

According to Moody's, the Polish government's plan to transform the domestic utility sector will be supportive
of PGE's credit risk profile. A spin-off of the coal assets would strengthen the company's business risk profile
since PGE would be able to implement its corporate strategy, focused on increasing already high share of
regulated earnings from distribution grid operations and district heating and growth of generation from
renewable energy sources.

AGREEMENT BETWEEN PGE S.A. AND POLSKA GRUPA GORNICZA S.A. ("PGG") REGARDING COAL
SUPPLIES

On August 27, 2021 PGE S.A. and PGG signed an agreement concerning hard coal supply contracts. This
agreement regulates rules for further cooperation until 2023 under existing multiannual contracts. Most
importantly, issues related to coal supplies that could not have been collected by PGE S.A. as a result of
decreased demand for electricity in connection with the COVID-19 pandemic were addressed.

The agreement guarantees the continuity of cooperation and allows PGG to function without interruptions,
while for PGE S.A. it provides market-based conditions for receiving the contracted hard coal.

PGE'’s press release:

Coal supply agreement.

CONSTRUCTION OF OFFSHORE WIND FARMS BY PGE S.A., TAURON POLSKA ENERGIA S.A. AND ENEA
S.A.

PGE S.A. signed conditional agreements with TAURON Polska Energia S.A. and ENEA S.A. for the sale of shares
in 4 project companies, whose task will be to obtain location permits for the construction of offshore farms in
the Polish Exclusive Economic Zone in the Baltic Sea.

The agreements are conditional. The Office of Competition and Consumer Protection's consent is the only
condition precedent for both preliminary agreements. The application to the President of the UOKiK for the
concentration of PGE with Enea was filed on July 5, 2021. The application to the President of the UOKiK for
PGE's concentration with Tauron Polska Energia was filed on October 28, 2021. Currently, both applications
are being processed by the UOKIK.

PGE'’s press release:

Construction of offshore wind farms.
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4. Other elements of the report

4.1. Significant changes in organisation of the Capital Group

Changes which occurred in the PGE Capital Group’s structure in the period from January 1, 2021 until the publication date of this report, are presented in note 1.3 to
consolidated financial statements and described below.

ESTABLISHMENT OF COMPANIES

Renewables Elektrownia Wiatrowa Baltica-6 sp. z February 25, 2021 On December 17, 2020 PGE S.A. set up an one-person limited liability company with headquarters in

0.0. Warsaw. Current name of the company is: Elektrownia Wiatrowa Baltica-6 sp. z 0.0. The share capital of
the company is PLN 1 250 000.

Other Rybnik 2050 sp. z 0.0. May 31, 2021 On February 1, 2021 PGE S.A. set up an one-person limited liability company with headquarters in Rybnik.

Operations Current name of the company is: Rybnik 2050 sp. z 0.0. The share capital the company is PLN 50 000.

Renewables Elektrownia Wiatrowa Baltica 9 sp. z October 4, 2021 On October 4, 2021 PGE S.A. set up 4 one-person limited liability companies with headquarters in Warsaw
0.0. in organisation with names: Elektrownia Wiatrowa Baltica 9 sp. z o.0., Elektrownia Wiatrowa Baltica 10 sp. z o.0.,
Elektrownia Wiatrowa Baltica 10 sp. z Elektrownia Wiatrowa Baltica 11 sp. z 0.0. and Elektrownia Wiatrowa Baltica 12 sp. z 0.0. The share capital
0.0. in organisation of Elektrownia Wiatrowa Baltica 9 sp. z 0.0. is PLN 981 000, and share capital of other companies - PLN
Elektrownia Wiatrowa Baltica 11 sp. z 25 000 each.

0.0. in organisation
Elektrownia Wiatrowa Baltica 12 sp. z
0.0. in organisation
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ACQUSITION OR DISPOSAL OF SHARES BY THE COMPANIES

Other Operations

PGE EJ 1 sp. zo.0. ("PGE BEJ
1") - sale by PGE S.A. of all
shares of PGE EJ 1 (the share
sale agreement)

March 31, 2021

On March 26, 2021 PGE S.A., Enea S.A., TAURON Polska Energia S.A. and KGHM Polska Miedz S.A. (as the sellers) and the State
Treasury (as the buyer) signed an agreement for sale of all possessed shares in PGE EJ 1, i.e. 5 325 230 shares of this company,
with a total nominal value of PLN 750 857 430, representing 100% of the share capital. Transfer of ownership of shares to the
State Treasury took place on March 31, 2021. PGE S.A. held 3 727 661 shares representing 70% of the share capital of PGE EJ 1.
As a result of the share purchase agreement, PGE ceased to be the parent company of PGE EJ 1 sp z 0.0. within the meaning of
the Commercial Companies Code, thus PGE EJ 1 is no longer part of PGE Group.

District Heating

Przedsiebiorstwo Energetyki
Cieplnej S.A. with seat in
Bogatynia ("PEC Bogatynia”) -
sale by PGE GIEK S.A. of all
shares of PEC Bogatynia (the
share sale agreement)

April 15, 2021/

May 5, 2021

(entry in the register of
shareholders)

On April 15, 2021 PGE GIEK as a seller and PGE EC as a buyer concluded an agreement for the sale of all held by PGE GIEK S.A.
inscribed shares in PEC Bogatynia, i.e. 101 036 shares, with a total nominal value of PLN 10 103 600, representing 34.93% of
the share capital. Transfer of ownership of shares to PGE EC took place on May 5, 2021 (upon entry in the register of PEC
Bogatynia shareholders indicating PGE EC as the buyer of these shares, under the above-mentioned share sale agreement).

District Heating

»Przedsiebiorstwo Energetyki
Cieplnej” sp. z 0.0. with seat in

Belchatow (“PEC Betchatow”) —

sale by PGE GIEK S.A. of all
shares of PEC Betchatow (the
share sale agreement)

April 15, 2021

On April 15, 2021 PGE GIEK as a seller and PGE EC as a buyer concluded an agreement for the sale of all held by PGE GIEK S.A.
inscribed shares in PEC Belchatow, i.e. 14 411 shares, with a total nominal value of PLN 7 205 500, representing 17.05% of the
share capital. Transfer of ownership of shares to PGE EC took place on April 15, 2021.

Other Operations  PGE Ekoserwis S.A. with seat April 30, 2021 On April 30, 2021 the Extraordinary General Meeting of PGE Ekoserwis adopted resolution on compulsory buyout of shares held
in Wroctaw (“PGE Ekoserwis”) August 19, 2021 - by minority shareholders, referred to in Art. 418 of the Polish Commercial Companies Code. The compulsory buy-out covered
- acquisition by PGE S.A. all entry in the register of 11 525 shares representing 4.92% of the share capital of the company, i.e. all shares owned by other shareholders of PGE
shares held by minority shareholders. Ekoserwis. On July 12, 2021 PGE S.A. paid the full buyout price of the minority shareholders' shares referred to above, and on
shareholders (compulsory July 13, 2021, the company's Management Board decided to buy back the shares of minority shareholders of the company and
buyout) transfer the acquired shares to the shareholder PGE S.A. and make appropriate changes to the register of the company's
shareholders. As a result of the compulsory buyout of shares, PGE S.A. became the sole shareholder of PGE Ekoserwis.
Other Operations ZOWER sp. z 0.0. with seat July 7, 2021 On July 7, 2021 PGE EC as a seller and PGE Ekoserwis as a buyer concluded an agreement for the sale of all held by PGE Energia
in Rybnik ("“ZOWER") Ciepta S.A. shares in ZOWER, i.e. 8 000 shares, with a total nominal value of PLN 4 000 000, representing 100% of the share
capital. Transfer of ownership of shares to PGE Ekoserwis took place on July 7, 2021.
Other Operations ElectroMobility Poland S.A. September 30, 2021 On August 19, 2021 the Extraordinary General Meeting of ElectroMobility Poland adopted resolution on decrease of the share

with seat in Warsaw
(“ElectroMobility Poland”) -
increasing the share capital of

capital of the company from PLN 70 000 000 to PLN 52 300 500, i.e. by PLN 17 699 500, by reducing the nominal value of all
the company's shares from the PLN 7 000 to a new nominal value of PLN 5 230.05 each. The purpose of reducing the share
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ElectroMobility Poland and
taking up all new shares by a
new shareholder, i.e. by the
State Treasury

capital is to transfer funds from the share capital to the supplementary capital, therefore the amounts obtained from the reduction
of the share capital will increase the company's supplementary capital.

In addition, On August 19, 2021 the Extraordinary General Meeting of ElectroMobility Poland adopted resolution on increase of
the share capital of the company from PLN 52 300 500 to PLN 302 296 890, i.e. by PLN 249 996 390, by issuing through private
subscription 47 800 series B shares numbered from B-00001 to B-47800, with a nominal value of PLN 5 230.05 each. The
Extraordinary General Meeting of the company decided to deprive the existing shareholders of the right to acquire new shares in
full and offer all new shares to be taken up by the State Treasury in exchange for a cash contribution. Current shareholders of
ElectroMobility Poland, holding 25% share in the share capital are PGE S.A., ENEA S.A., ENERGA S.A. and TAURON Polska Energia
S.A. As a result of the State Treasury joining ElectroMobility Poland by acquiring all new shares in the increased share capital of
ElectroMobility Poland, the share of PGE S.A. in the share capital of this company decreased from 25% to 4.33%.

INCREASE OF SHARE CAPITAL OF SUBSIDIARIES

Renewables

Elektrownia Wiatrowa January 25, 2021
Baltica-1 sp. z 0.0.

On October 28, 2020 the Extraordinary Assembly of Partners of the company adopted resolution on a share capital
increase from PLN 20 700 000 to PLN 22 545 000, i.e. by PLN 1 845 000. The share capital increase was taken up and
paid by PGE S.A. in cash. PGE S.A. holds 100% in the share capital.

Renewables

PGE Baltica 5 sp. z 0.0. March 22, 2021

On February 11, 2021 the Extraordinary Assembly of Partners of the company adopted resolution on a share capital
increase from PLN 2 778 000 to PLN 46 768 000, i.e. by PLN 43 990 000. The share capital increase was taken up and
paid by PGE S.A. in cash. PGE S.A. holds 100% in the share capital.

Renewables

Elektrownia Wiatrowa March 15, 2021
Baltica-3 sp. z 0.0.

On February 11, 2021 the Extraordinary Assembly of Partners of the company adopted resolution on a share capital
increase from PLN 83 900 000 to PLN 127 422 000, i.e. by PLN 43 522 000. The share capital increase was taken up
and paid by PGE Baltica 5 sp. z 0.0. in cash. PGE Baltica 5 sp. z 0.0. holds 100% in the share capital.

Renewables

Elektrownia Wiatrowa March 11, 2021
Baltica-1 sp. z 0.0.

On February 18, 2021 the Extraordinary Assembly of Partners of the company adopted resolution on a share capital
increase from PLN 22 545 000 to PLN 32 545 000, i.e. by PLN 10 000 000. The share capital increase was taken up
and paid by PGE S.A. in cash. PGE S.A. holds 100% in the share capital.

Renewables

PGE Baltica 6 sp. z0.0. ~ March 15,2021

On February 18, 2021 the Extraordinary Assembly of Partners of the company adopted resolution on a share capital
increase from PLN 1 344 000 to PLN 36 516 000, i.e. by PLN 35 172 000. The share capital increase was taken up and
paid by PGE S.A. in cash. PGE S.A. holds 100% in the share capital.

Renewables

Elektrownia Wiatrowa April 28, 2021
Baltica-2 sp. z 0.0.

On February 18, 2021 the Extraordinary Assembly of Partners of the company adopted resolution on a share capital
increase from PLN 65 200 000 to PLN 99 947 500, i.e. by PLN 34 747 500. The share capital increase was taken up
and paid by PGE Baltica 6 sp. z 0.0. in cash. After this transaction, PGE Baltica 6 sp. z 0.0. holds 100% in the share
capital.
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Renewables Elektrownia Wiatrowa July 19, 2021
Baltica-3 sp. z 0.0.

On May 6, 2021 the Extraordinary Assembly of Partners of Elektrownia Wiatrowa Baltica-3 sp. z 0.0. adopted resolution
on a share capital increase from PLN 127 422 000 to PLN 254 844 000, i.e. by PLN 127 422 000, through issue of new
254 844 shares of the company with a nominal value of PLN 500 each. In addition, the Extraordinary Assembly of
Partners of the company decided to exclude the pre-emptive right of the former sole partner of the company, i.e. PGE
Baltica 5 sp. z 0.0., to acquire all newly created shares in the increased share capital and decided that all newly created
shares of the company would be acquired by the new partner, i.e. @rsted Baltica 3 Holding sp. z 0.0. with seat in
Warsaw. In connection with the above resolution, the increase in the company's share capital was covered by a cash
contribution by the new partner of the company: EUR 19 727 173, DKK 158 934 766 and PLN 200 721 000, with
part of the contribution in amount of PLN 127 422 allocated to cover the nominal value of the new shares, and the
remaining part of the cash contribution constituting the surplus over the nominal value of the new shares in the
amount of PLN 73 299 000, EUR 19 727 173 and DKK 158 934 766 was allocated to the company's reserve capital.
As a result of increasing the company's share capital and taking up its new shares, PGE Baltica 5 sp. z 0.0. and @rsted
Baltica 3 Holding sp. z 0.0. have the same number of shares in the company, each representing 50% of its share
capital, and the company became a jointly controlled entity.

Renewables Elektrownia Wiatrowa August 18, 2021
Baltica-2 sp. z 0.0.

On May 6, 2021 the Extraordinary Assembly of Partners of Elektrownia Wiatrowa Baltica-2 sp. z 0.0. adopted resolution
on a share capital increase from PLN 99 947 500 to PLN 199 895 000, i.e. by PLN 99 947 500, through issue of new
199 895 shares of the company with a nominal value of PLN 500 each. In addition, the Extraordinary Assembly of
Partners of the company decided to exclude the pre-emptive right of the former sole partner of the company, i.e. PGE
Baltica 6 sp. z 0.0., to acquire all newly created shares in the increased share capital and decided that all newly created
shares of the company would be acquired by the new partner, i.e. @rsted Baltica 2 Holding sp. z o0.0. with seat in
Warsaw. In connection with the above resolution, the increase in the company's share capital was covered by a cash
contribution by the new partner of the company: EUR 15 499 922 , DKK 124 877 316 and PLN 156 913 750, with part
of the contribution in amount of PLN 99 947 500 allocated to cover the nominal value of the new shares, and the
remaining part of the cash contribution constituting the surplus over the nominal value of the new shares in the
amount of PLN 56 966 250, EUR 15 499 922 and DKK 124 877 316 was allocated to the company's reserve capital.
As a result of increasing the company's share capital and taking up its new shares, PGE Baltica 6 sp. z 0.0. and @rsted
Baltica 2 Holding sp. z 0.0. have the same number of shares in the company, each representing 50% of its share
capital, and the company will become a jointly controlled entity.

Renewables PGE Baltica 2 sp. z 0.0. September 9, 2021

On July 1, 2021 the Extraordinary Assembly of Partners of PGE Baltica 2 sp. z 0.0. adopted resolution on a share
capital increase from PLN 20 000 to PLN 606 216 000, i.e. by PLN 606 196 000, through issue of new 606 196 shares
of the company with a nominal value of PLN 1 000 each. The share capital increase was taken up by the sole partner,
i.e. by PGE S.A., in return for an in-kind contribution (in-kind contribution) in for of 36 516 shares in the share capital
of PGE Baltica 6 sp. z 0.0. constituting 100% in it share capital, what means that PGE Baltica 2 sp. z 0.0. became the
sole partner of PGE Baltica 6 sp. z 0.0. On July 13, 2021 transfer of ownership of shares to PGE Baltica 2 sp. z o0.0.
took place, on the ground of the in-kind agreement concluded on that day between PGE S.A. and PGE Baltica 2 sp. z
0.0.

Renewables PGE Baltica 3 sp. z 0.0. August 26, 2021

On July 1, 2021 the Extraordinary Assembly of Partners of PGE Baltica 2 sp. z 0.0. adopted resolution on a share
capital increase from PLN 20 000 to PLN 774 491 000, i.e. by PLN 774 471 000, through issue of new 774 471 shares
of the company with a nominal value of PLN 1 000 each. The share capital increase was taken up by the sole partner,
i.e. by PGE S.A., in return for an in-kind contribution (in-kind contribution) in for of 46 768 shares in the share capital
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of PGE Baltica 5 sp. z 0.0., constituting 100% in it share capital, what means that PGE Baltica 3 sp. z 0.0. became the
sole partner of PGE Baltica 5 sp. z 0.0. On July 13, 2021 transfer of ownership of shares to PGE Baltica 3 sp. z o.0.
took place, on the ground of the in-kind agreement concluded on that day between PGE S.A. and PGE Baltica 3 sp. z
0.0.

Conventional
Generation

Rybnik 2050 sp. z o.0.

September
2021

15,

On August 17, 2021 the Extraordinary Assembly of Partners of Rybnik 2050 sp. z 0.0. adopted resolution on a share
capital increase from PLN 50 000 to PLN 22 564 000, i.e. by PLN 22 514 000, through issue of new 22 514 471 shares
of the company with a nominal value of PLN 1 000 each. The share capital increase was taken up and paid by PGE
S.A. in cash. PGE S.A. holds 100% in the share capital.

Renewables

PGE Baltica 4 sp.

Z 0.0.

October 20, 2021

On August 25, 2021 the Extraordinary Assembly of Partners of PGE Baltica 4 sp. z 0.0. adopted resolution on a share
capital increase from PLN 20 000 to PLN 1 170 000, i.e. by PLN 1 150 000, through issue of new 1 150 shares of the
company with a nominal value of PLN 1 000 each. The share capital increase was taken up and paid by PGE S.A. in
cash. PGE S.A. holds 100% in the share capital.

ADDITIONAL PAYMENTS FOR COMPANIES SHARES

Other Operations

PGE Inwest 8 sp.

Z 0.0.

January 13 - 15,
2021

On January 13, 2021, the Extraordinary Assembly of Partners of the company adopted a resolution to obligate the sole
shareholder of the company, i.e. PGE S.A., to make an additional payment to its shares, within the meaning of Article
177 of the Commercial Companies Code, in the total amount of PLN 50 000, i.e. in the amount of PLN 1 000 to each
share held by PGE S.A., by January 18, 2021. In accordance with the above resolution of the Extraordinary Assembly
of Partners, the additional payment was made by PGE S.A. on January 15, 2021.

Renewables

PGE SOLEO 1 sp.
PGE SOLEO 2 sp.
PGE SOLEO 3 sp.
PGE SOLEO 4 sp.
PGE SOLEO 5 sp.
PGE SOLEO 6 sp.
PGE SOLEO 7 sp.

(,Companies
SOLEO")

zo.0.
Z 0.0.
zo.0.
Z 0.0.
zo.0.
Z 0.0.
zo.0.
PGE

February 4, 2021

On February 4, 2021 the Extraordinary Assemblies of Partners of the Companies PGE SOLEO adopted resolutions to
obligate the sole shareholder of the Companies PGE SOLEO, i.e. PGE Energia Odnawialna S.A., to make additional
paymenta to its shares, within the meaning of Article 177 of the Commercial Companies Code. Amount of the additional
payment in case of PGE SOLEO 1 sp. z 0.0. and PGE SOLEO 5 sp. z 0.0. is the amount of PLN 200 000 for each one, and
in case of PGE SOLEO 2 sp. z 0.0., PGE SOLEO 3 sp. z 0.0., PGE SOLEO 6 sp. z 0.0. and PGE SOLEO 7 sp. z 0.0 is the
amount of PLN 50 000 for each one.

Other Operations

PGE Inwest 8 sp.

Z 0.0.

March 2 - 5, 2021

On March 2 2021 the Extraordinary Assembly of Partners of the company adopted a resolution to obligate the sole
shareholder of the company, i.e. PGE S.A., to make an additional payment to its shares, within the meaning of Article
177 of the Commercial Companies Code, in the total amount of PLN 820 000, i.e. in the amount of PLN 16 400 to each
share held by PGE S.A., by March 5, 2021. In accordance with the above resolution of the Extraordinary Assembly of
Partners, the additional payment was made by PGE S.A. on March 5, 2021.

Renewables

PGE SOLEO 1 sp.

Z 0.0.

April 21-22, 2021

On April 21, 2021 the Extraordinary Assembly of Partners of the company adopted a resolution to obligate the sole
shareholder of the company, i.e. PGE Energia Odnawialna S.A., to make an additional payment to its shares, within the
meaning of Article 177 of the Commercial Companies Code, in the total amount of PLN 1 500 000, i.e. in the amount of
PLN 15 000 to each share held by PGE Energia Odnawialna S.A., by April 22, 2021.
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Other Operations PGE Inwest 14 sp. z 0.0. April 22-27, 2021 On April 22, 2021 the Extraordinary Assembly of Partners of the company adopted a resolution to obligate the sole
shareholder of the company, i.e. PGE S.A., to make an additional payment to its shares, within the meaning of Article
177 of the Commercial Companies Code, in the total amount of PLN 2 381 058, i.e. in the amount of PLN 537 to each
share held by PGE S.A., by April 28, 2021. In accordance with the above resolution of the Extraordinary Assembly of
Partners, the additional payment was made by PGE S.A. on April 27, 2021.

Renewables PGE SOLEO 4 sp. z 0.0. September 10 - On September 10, 2021 the Extraordinary Assembly of Partners of the company adopted a resolution to obligate the
13, 2021 sole shareholder of the company, i.e. PGE Energia Odnawialna S.A., to make an additional payment to its shares, within
the meaning of Article 177 of the Commercial Companies Code, in the total amount of PLN 7 000 000, i.e. in the amount
of PLN 70 000 to each share held by PGE Energia Odnawialna S.A., by September 13, 2021. The additional payment
was made on September 13, 2021.

Renewables PGE SOLEO 5 sp. z o.0. September 10 - On September 10, 2021 the Extraordinary Assembly of Partners of the company adopted a resolution to obligate the
13, 2021 sole shareholder of the company, i.e. PGE Energia Odnawialna S.A., to make an additional payment to its shares, within
the meaning of Article 177 of the Commercial Companies Code, in the total amount of PLN 7 000 000, i.e. in the amount
of PLN 6 500 000, i.e. in the amount of PLN 65 000 to each share held by PGE Energia Odnawialna S.A., by September
13, 2021. The additional payment was made on September 13, 2021.

MERGERS

Renewables PGE Energia Odnawialna March 31, 2021/ On March 31, 2021 the Extraordinary General Meeting of PGE Energia Odnawialna S.A. (Acquiring company) and the
S.A./ April 30, 2021 Extraordinary Assembly of Partners ECO - POWER sp. z 0.0. (acquired company) adopted resolutions on the merger
ECO - POWER sp. z 0.0. (merger date) of the companies in mode of art. 492 § 1 p. 1 of the Polish Commercial Companies Code (merger through acquisition),
through transferring of all assets of the acquired company to the acquiring company without issue of new shares in
exchange for the shares in the share capital of the acquired company pursuant to art. 516 of the Polish Commercial
Companies Code and dissolution of the acquired company without its liquidation. PGE Energia Odnawialna S.A. was

the sole shareholder of ECO - POWER sp. z 0.0.
Supply PGE Obrét S.A. / September 20, 2021/ On September 20, 2021 the Extraordinary General Meeting of PGE Obrot S.A. (Acquiring company) and the
PGE Centrum sp. z o0.0. October 1, 2021 Extraordinary Assembly of Partners of PGE Centrum sp. z 0.0. (acquired company) adopted resolutions on the merger
(merger date) of the companies in mode of art. 492 § 1 p. 1 of the Polish Commercial Companies Code (merger through acquisition),

through transferring of all assets of the acquired company to the acquiring company, in exchange for the shares of
the acquiring company, which the acquiring company granted to PGE S.A. as the sole partner of the acquired company.
As a result of the merger, the Extraordinary General Meeting of PGE Obrdt S.A. adopted resolution on increase of the
share capital of the acquiring company by PLN 37 283 500 to PLN 529 923 900 in way of issue of 372 835 inscribed
shares of I series with a nominal value of PLN 100 each. In addition, the Extraordinary General Meeting of PGE Obroét
S.A. decided to assign the company PGE S.A. all new shares of PGE Obrdét S.A. referred to above.
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DE-MERGERS

District Heating PGE GIEK S.A./ April 15, 2021/ On April 15, 2021 the Extraordinary General Meetings of PGE GiEK S.A. and PGE Energia Ciepta S.A. adopted
PGE Energia Ciepta S.A. May 24, 2021 decrease of  resolutions to divide PGE GIiEK S.A. (divided company) through partial division pursuant to art. 529 § 1 point 4 of
the share capital of PGE the Polish Commercial Companies Code by transferring to PGE Energia Ciepta S.A. (acquiring company) certain
GIiEK S.A. was registered assets of the divided company in the form of a part of a branch of this company, i.e. branch ZEDO, in the scope
in NCR. covering the Szczecin CHP plant, Pomorzany CHP plant and the district heating system in Gryfino, constituting an
July 1, 2021 increase of organised part of enterprise, functionally related to the generation of electricity as well as electricity and heat in
the share capital of PGE cogeneration and the distribution of heat. The transfer of the organised part of enterprise to the acquiring company
Energia Ciepta S.A. was was performed through a reduction in the divided company’s supplementary capital and an increase in the
registered in NCR (spin-off acquiring company’s share capital by PLN 120 347 940 to PLN 2 501 281 240 as a result of the issue of 12 034
date). 794 registered shares of the acquiring company, with a nominal value of PLN 10 each. As the sole shareholder of
the divided company, PGE acquired all of the newly-issued shares in the increased share capital of the acquiring

company.
Conventional PGE GIEK S.A./PGE Inwest 8  July 15, 2021 On July 15, 2021 the Extraordinary General Meeting of PGE GIiEK S.A. and the Extraordinary Assembly of Partners
Generation Sp. 2 0.0. The decrease of the share  of PGE Inwest 8 sp. z 0.0. adopted resolutions to divide PGE GiEK S.A. (divided company) through partial division
capital of PGE GIEK S.A. pursuant to art. 529 § 1 point 4 of the Polish Commercial Companies Code by transferring to PGE Inwest 8 sp. z
was registered on 0.0. (acquiring company) certain assets of the divided company in the form of a part of a branch of this company,
September 9, 2021 i.e. PGE GIEK S.A. - Branch Zespdt Elektrowni Dolna Odra, in the scope covering the construction of gas-fired

The increase of the share units constituting an organized part of the enterprise (,OPE"”), functionally related to the construction of new units

capital of PGE Inwest 8 sp.  and the generation of electricity in the future. Transfer of OPE to the acquiring company took place by reducing

Z 0.0. was registered on the share capital of the divided company by the amount of PLN 27 543 770 to PLN 6 450 307 050 and an increase

October 1, 2021 (spin-off in the share capital of the acquiring company by the amount of PLN 32 314 000 to PLN 32 364 000 as a result of

date). the issue of 32 314 shares of the acquiring company, with a nominal value of PLN 1 000 PLN each. As the sole
shareholder of the divided company, PGE acquired all of the newly-issued shares in the increased share capital of
the acquiring company.
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TRANSFORMATION OF COMPANIES

Segment Company in Date of transaction/
transformation/ registration in the NCR Comment
transformed compan
Other Operations PGE Ekoserwis sp. z 0.0. December 2, 2020/ On December 2, 2020 the Extraordinary Assembly of Partners of PGE Ekoserwis sp. z 0.0. adopted resolution on
after transformation: February, 5 2021 transformation of the company into a joint stock company under name PGE Ekoserwis S.A. PGE Ekoserwis S.A.
PGE Ekoserwis S.A. was established on February 5, 2021 as a result of an entry into the register of entrepreneurs of the National

Court Register. At the date of entry intp the NCR, PGE S.A. held 222 850 shares, constituting 95.08% in the
share capital of PGE Ekoserwis S.A.

Other Operations EPORE sp. z 0.0. December 21, 2020/ On December 21, 2020 the Extraordinary Assembly of Partners of EPORE sp. z 0.0. adopted resolution on
after transformation: January 13, 2021 transformation of the company into a joint stock company under name EPORE S.A. EPORE S.A. was established
EPORE S.A. on January 13, 2021 as a result of an entry into the register of entrepreneurs of the National Court Register.

PGE GIiEK S.A. is the sole shareholder of the company, holding 100% in the share capital of EPORE S.A.

LIQUIDATION OF COMPANIES

Date of transaction/
Company in registration in the

= Ll liquidation National Court consnt
Register
Supply PGE Trading GmbH with March 1, 2021/ On March 1, 2021 the Extraordinary Assembly of Partners of PGE Trading, in which PGE holds 100% of the share
seat in Berlin ("PGE PGE Trading has not been capital, adopted resolution on dissolution of PGE Trading and appointment of a liquidator to carry out liquidation
Trading”) removed from the activities of PGE Trading.

commercial register kept by
the District Court in Berlin-
Charlottenburg
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4.2. Publication of financial forecasts
PGE S.A. did not publish financial forecasts.
4.3. Information about shares and other securities

SHAREHOLDERS WITH A SIGNIFICANT STAKE

According to the best knowledge, on the ground of the letter from the Ministry of the State Treasury
of April 27, 2016, the State Treasury holds 1 072 984 098 ordinary shares of the Company, representing
57.39% of the Company’s share capital and entitling to 1 072 984 098 votes on the General Meeting of the
Company, constituting 57.39% of total votes.

Table: Shareholders holding directly or indirectly by subsidiaries at least 5% of the total votes at the General
Meeting of PGE S.A.

% in total votes on

Number of shares Number of votes General Meeting
State Treasury 1 072 984 098 1 072 984 098 57.39%
Others 796 776 731 796 776 731 42.61%
Total 1 869 760 829 1 869 760 829 100.00%

SHARES OF THE PARENT COMPANY OWNED BY THE MEMBERS OF MANAGEMENT AND SUPERVISORY
AUTHORITIES

As at September 30, 2021, none of the persons managing the Company owns or manages directly the shares
of PGE S.A.

5. Statement of the Management Board on the reliable
preparation of the financial statements

STATEMENT ON THE RELIABLE PREPARATION OF THE FINANCIAL STATEMENTS

To the best knowledge of the Management Board of PGE S.A., the quarterly financial report including
condensed interim consolidated financial statements of the Capital Group of PGE Polska Grupa Energetyczna
S.A., quarterly financial information for PGE Polska Grupa Energetyczna S.A. and comparative data, was
prepared in accordance with the governing accounting principles, presents a fair, true and reliable view of the
material and financial situation of PGE Capital Group and its financial result.

The report of the Management Board on the activities of PGE Capital Group presents a true view of the
development, achievements and situation of the Capital Group.
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The foregoing Management Board’s Report on activities of PGE Capital Group was approved for publication by
the Management Board of the parent company on November 23, 2021.

Warsaw, November 23, 2021

Signatures of members of the Management Board of PGE Polska Grupa Energetyczna S.A.

President

of the Wojciech
Management Dabrowski
Board

Vice-

President

of the Wanda Buk
Management

Board

Vice-
President
of the Pawet Cioch

Management
Board

Vice-
President

of the
Management
Board

Lechostaw
Rojewski

Vice-
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Management

Board

Vice-

President

of the Ryszard Wasitek
Management

Board
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Glossary

AKPIiA Control, measurement and automation apparatus area

Ancillary services provided to the transmission system operator, which are indispensable for

control s - .

services the proper f_un(_:t_lonlng of th_e National Power System and ensure the keeping of

(ACS) required reliability and quality standards.

Achievable the maximum sustained capacity of a generating unit or generator, maintained

capacity continuously by a thermal generator for at least 15 hours or by a hydroelectric
generator for at least five hours, at standardized operating conditions, as confirmed
by tests.

ARA USD hard coal price index in EU. Loco in harbours Amsterdam-Rotterdam-Antwerp

Balancing a technical platform for balancing electricity supply and demand on the market. The

market differences between the planned (announced supply schedules) and the actually
delivered/off-taken volumes of electricity are settled here. The purpose of the
balancing market is to balance transactions concluded between individual market
participants and actual electricity demand. The participants of the balancing market
can be the generators, customers for electricity understood as entities connected to
a network located in the balancing market area (including off-takers and network
customers), trading companies, electricity exchanges and the TSO as the balancing
company.

Base, standard product on the electricity market: a constant hourly power supply per day

baseload in a given period, for example week, month, quarter or year.

BAT Best Available Technology

Best Document ,Best Practice for GPW Listed Companies 2016” adopted by the

Practices resolution of the GPW Supervisory Board of October 13, 2015 and effective from
January 1, 2016.

Biomass solid or liquid substances of plant or animal origin, subject to biodegradation,
obtained from agricultural or forestry products, waste and remains or industries
processing their products as well as certain other biodegradable waste in particular
agricultural raw materials.

Black popular name for energy generated as a result of combustion of black coal or

energy lignite.

eecy) Combined Cycle Gas Turbine

Circular system that minimises the consumption of resources and the level of waste as well

economy as emissions and energy losses by creating a closed loop of processes in which
waste from one process is used as resources in other processes so as to maximally
reduce the quantity of production waste

Co- the generation of electricity or heat based on a process of combined, simultaneous

combustion combustion in one device of biomass or biogas together with other fuels; part of the
energy thus generated can be deemed to be energy generated with the use of
renewable sources.

Co- the simultaneous generation of heat and electricity or mechanical energy in the

generation course of one and the same technological process.

Constrained the generation of electricity to ensure the quality and reliability of the national

generation power system; this applies to generating units in which generation must continue
due to the technical limitations of the operation of the power system and the
necessity of ensuring its adequate reliability.

CVC fund Corporate Venture Capital; in the CVC model, portfolio companies, aside from
financial support, receive the opportunity to verify their ideas in a corporate setting

Distribution transport of energy through distribution grid of high (110 kV), medium (15kV) and
low (400V) voltage in order to supply the customers.

Distribution a power company engaging in the distribution of gaseous fuels or electricity,

System responsible for traffic in the gas or electricity distribution systems, current and long-

Operator term security of operation of the system, the operation, maintenance, repairs and

(DSO) indispensable expansion of the distribution network, including connections to other

gas or power systems.
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Energy civil-law arrangement that may include natural persons, legal entities, scientific

cluster units, research institutes or local government units, concerning the generation,
distribution or trade in energy and energy demand balancing, with this energy being
from renewable sources or other sources or fuels, within a distribution grid with
nominal voltage below 110 kV, within the operational area of the given cluster, not
exceeding the area of one district (powiat) in the meaning of the act on district
authorities) or 5 municipalities (gmina) in the meaning of the act on municipal
authorities; an energy cluster is represented by a coordinator, which is a
cooperative, association, foundation appointed for this purpose or any member of
the energy cluster indicated in the civil-law arrangement

ERO Energy Regulatory Office (pol. URE).

EUA European Union Allowances: transferable CO, emission allowances; one EUA allows
an operator to release one tonne of COx.

EU ETS European Union Greenhouse Gas Emission Trading Scheme) EU emission trading
scheme. Its operating rules are set out in the ETS Directive, amended by the
Directive 2009/29/EC of the European Parliament and of the Council of April 23,
2009 (OJ EU L. of 2009, No. 140, p. 63—87).

EV Electric vehicle

FIT/FIP Feed-in-Tariff (FIT) and Feed-in-Premium (FIP): system of subsidies to the market
price of electricity performed by Zarzadca Rozliczen S.A.

Generating a technically and commercially defined set of equipment belonging to a power

unit company and used to generate electricity or heat and to transmit power.

GJ Gigajoule, a unit of work/heat in the SI system, 1 G]J = 1000/3.6 kWh =
approximately 278 kWh.

GPZ main power supply point, a type of transformer station used for the processing or
distribution of electricity or solely for the distribution of electricity.

Green

certificate popular name for energy generated from renewable energy sources.

GW gigawatt, a unit of capacity in the SI system, 1 GW = 10° W.

GWe one gigawatt of electric capacity.

GWt one gigawatt of heat capacity.

HCI hydrogen chloride.

Hg mercury.

HICP Harmonised Index of Consumer Prices

High

Voltage a network with a nominal voltage of 110 kV.

Network

(HV)

IED Industrial Emissions Directive

IGCC Integrated Gasification Combined Cycle.

Installed the formal value of active power recorded in the design documentation of a

capacity generating system as being the maximum achievable capacity of that system,
confirmed by the acceptance protocols of that system (a historical value, it does not
change over time.

IRIESP the Transmission Network Operation and Maintenance Manual required to be
prepared by a transmission system operator pursuant to the Energy Law;
instructions prepared for power networks that specify in detail the terms and
conditions of using these networks by system users as well as terms and conditions
for traffic handling, operation and planning the development of these networks;
sections on transmission system balancing and system limitation management,
including information on comments received from system users and their
consideration, are submitted to the ERO President for approval by way of a decision.

IRZ Cold Intervention Reserve Service — service consisting of maintaining power units
ready for energy production. Energy is produced on request of PSE S.A.

KRI Key Risk Indicator

KSE the National Power System, a set of equipment for the distribution, transmission

and generation of electricity, forming a system to allow the supply of electricity in
the territory of Poland.
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KSP the National Transmission System, a set of equipment for the transmission of
electricity in the territory of Poland.

kV kilo volt, an SI unit of electric potential difference, current and electromotive force;
1kV= 103 V.

kWh kilowatt-hour, a unit of electric energy in the SI system defined as the volume of
electricity used by the 1 kW equipment over one hour. 1 kWh = 3,600,000 ] = 3.6
MJ.

kWp a power unit dedicated to determining the power of photovoltaic panels, means the
amount of electricity in the peak of production.

Low

Voltage a network with a nominal voltage not exceeding 1 kV.

Network

(LV)

LTC long-term contracts on the purchase of capacity and electricity entered into
between Polskie Sieci Elektroenergetyczne S.A. and electricity generators in the
years 1994-2001.

Medium-

xglttv?g?k an energy network with a nominal voltage higher than 1 kV but lower than 110 kV.

(MV)

MEV Minimum Energy Volumes.

MSR Market Stability Reserve (relating to CO3)

MW a unit of capacity in the SI system, 1 MW = 106 W.

MWe one megawatt of electric power.

MWt one megawatt of heat power.

NAP National emissions Allocation Plan, prepared separately for the national emission

trading system and for the EU emission trading system by the National
Administrator of the Emission Trading System.

NAP II National CO; emissions Allocation Plan for the years 2008-2012 prepared for the
EU emission trading system adopted by the Ordinance of the Council of Ministers of
July 1, 2008 (Dz. U. of 2008, No. 202, item 1248).

NH3 ammonia

Nm3 normal cubic meter; a unit of volume from outside the SI system signifying the
quantity of dry gas in 1 m3 of space at a pressure of 101.325 Pa and a temperature
of 0°C.

NOx nitrogen oxides.

N:W ratio Ration of volume of overburden removed in m3 to the mass of extracted coal in tons
OTF Organised Trading Facilities

Operational ORM constitutes of generation capacities of active Production Schedular Units
Capacity (JGWa) in operation or layover, representing excess capacity over electricity
Reserve demand available to the TSO under the Energy Sale Agreements and on the
(ORM) Balancing Market in unforced generation
Peak, a standard product on the electricity market; a constant power supply from Monday
peakload to Friday, each hour between 7:00 a.m. and 10:00 p.m. (15-hour standard for the

Polish market) or between 8:00 a.m. and 8:00 p.m. (12-hour standard for the
German market) in a given period, for example week, month, quarter or year.

Peak power special type of hydro-power plant allowing for electricity storage. It uses the upper

pumped reservoir, to which water is pumped from the lower reservoir using electricity
storage (usually excessive in system). The pumped storage facilities provide ancillary
plants control services for the national power system. In periods of increased demand for

electricity, water from the upper reservoir is released through the turbine. This
way, electricity is produced.

PJ Petajoule, a unit of work/heat in the SI system, 1 PJ = approx. 278 GWh

Property

rights negotiable exchange-traded rights under green and co-generation certificates
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Prosumer

end customer who purchases electricity under a comprehensive agreement and
generates electricity only from renewable sources at a micro-installations for own
purposes, unrelated to economic activities

PSCMI1

Polish Steam Coal Market Index 1 - average level of prices of coal dust sold to
industrial-scale power plants in Poland

RAB

Regulatory Asset Base.

Red
certificate

a certificate confirming generation of electricity in co-generation with heat.

Red energy

popular name for electricity co-generated with heat.

Regulator

the President of ERO, fulfilling the tasks assigned to him in the energy law. The
regulator is responsible for, among others, giving out licenses for energy companies,
approval of tariffs for energy companies, appointing Transmission System Operators
and Distribution System Operators.

Renewable
Energy
Source
(RES)

a source of generation using wind power, solar radiation, geothermal energy, waves,
sea currents and tides, flow of rivers and energy obtained from biomass, landfill
biogas as well as biogas generated in sewage collection or treatment processes or
the disintegration of stored plant or animal remains.

RIG

Readiness Interventional Reserve - the power plant's readiness to provide the
active power generation service or its consumption at the request of PSE.

SAIDI

System Average Interruption Duration Index - index of average system interruption
time (long, very long and disastrous), expressed in minutes per customer per year,
which is the sum of the interruption duration multiplied by the number of consumers
exposed to the effects of this interruption during the year, divided by the total
number of off-takers. SAIDI does not include interruptions lasting less than three
minutes and is determined separately for planned and unplanned interruptions. It
applies to breakdowns in the low (LV), medium (MV) and high voltage (HV), wherein
SAIDI in quality tariff does not include interruptions on low voltage.

SAIFI

System Average Interruption Frequency Index - index of average system amount of
interruptions ( long, very long and disastrous ), determined as number of off-takers
exposed to the effects of all such interruptions during the year divided by the total
number of off-takers. SAIFI does not include interruptions lasting less than three
minutes and is determined separately for planned and unplanned interruptions. It
applies to breakdowns in the low (LV), medium (MV) and high voltage (HV),
wherein SAIFI in quality tariff does not include interruptions on low voltage .

SCR

Selective catalytic reduction

SNCR

Selective non-catalytic reduction

Start-up

early-stage company established in order to build new products or services and
characterised by a high level of uncertainty. The most common features of start-ups
are: short operational history (up to 10 years), innovativeness, scalability, higher
risk than in the case of traditional businesses but also potential higher returns on
investment

Tariff

the list of prices and rates and terms of application of the same, devised by an
energy enterprise and introduced as binding on the customers specified therein in
the manner defined by an act of parliament.

Tariff group

a group of customers off-taking electricity or heat or using services related to
electricity or heat supply to whom a single set of prices or charges and terms are
applied.

TGE

Towarowa Gietda Energii S.A. (Polish Power Exchange), a commodity exchange on
which trading can take place in electricity, liquid or gas fuels, extraction gas,
emission allowances and property rights whose price depends directly or indirectly
on electric energy, liquid or gas fuels and emission allowances, admitted to
commodity exchange trading.

TPA, TPA
rule

Third Party Access, the owner or operator of the network infrastructure to third
parties in order to supply goods/services to third party customers.

Transmission
of electricity

transport of electricity through high voltage (220 and 400 kV) transmission network
from generators to distributors.

Transmission

a power company engaging in the transmission of gaseous fuels or electric energy,

System responsible for traffic in a gas or power transmission system, current and long-term
Operator security of operation of that system, the operation, maintenance, repair and
(TsO) indispensable expansion of the transmission system, including connections with
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other gas or power systems. In Poland, for the period from July 2, 2014 till
December 31, 2030 Polskie Sieci Elektroenergetyczne S.A. was chosen as a TSO in
the field of electricity transmission.

TWh terawatt hour, a multiple unit for measuring of electricity unit in the system SI. 1
TWh is 10° kWh.

Ultra-high-

voltage an energy network with a voltage equal to 220 kV or higher.

network

(UHV)

V (volt) electrical potential unit, electric voltage and electromotive force in the International
System of Units (SI), 1 V= 1J/1C = (1 kg x m2) / (A x s3).

W (watt) a unit of power in the International Systems of Units (SI), 1 W = 1J/1s = 1 kg x m?
X s73.

Yellow a certificate confirming generation of energy in gas-fired power plants and CCGT

certificate power plants.

Yellow popular name for energy generated in gas-fired power plants and CCGT power

energy plants.
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