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STATEMENDFCOMPREHENSINEEOME

Note Yearended Yearended
Decembe31,2017 Decembei31,2016

STATEMENJFPROFIDRLOSS
SALEBEVENUE 51 9,185 10,847
Costof goodssold 5.2 (8436) (10157)
GROSBROFIDNSALES 749 690
Distributionandsellingexpenses 52 a7) (46)
Generabndadministrativeexpenses 5.2 (154) (142)
Otheroperatingincome 3 1
Otheroperatingexpenses (40) 8)
OPERATINBROFIT 541 495
Financencome 53 4,594 1,439
Financeexpenses 53 (586) (260)
PROFIT BEFORE TAX 4,549 1674
Currentincometax 6.1 (16) (58)
Deferredincometax 6.1 11 (18)
NETPROFIFORTHEREPORTINEERIOD 4544 1,598
OTHEROMPREHENSINEEOME
Itemsthat maybe reclassifiedo profit or loss:
Valuationof hedgingnstruments 153 (48) 205
Deferredtax 6.1 9 (39)
Itemsthat maynot be reclassifiedo profit or loss:
Actuarialgainsandlossedrom valuationof provisionor employeebenefits - -
Deferredtax - -
OTHEROMPREHENSINNEEOMEFORTHEREPORTINRERIODNET (39) 166
TOTAICOMPREHENSINNEOME 4505 1,764
EARNINGS AND DILUTED EARNIERSHARE (IN PLN) 155 243 0.85

Theaccountingprinciplesand additional notes constitute an integral part of 40f62

the financialstatements.
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STATEMENDFFINANCIAPOSITION

Note Asat Asat
December31,2017 December31,2016
NONCURRENASSETS
Property plantandequipment 7 176 186
Intangibleassets 8 3 5
Financialeceivables 1911 11,840 8,848
Derivativesandother assetsat fair valuethroughprofit or loss 1912 216 356
Sharesn subsidiaries 9 32568 29678
Sharesn other relatedparties 9.2 84 6
44,887 39,079
CURREMNASSETS
Inventories 12 2 76
Tradeandother receivables 1911 2,636 3474
Derivatives 19.1.2 54 9
Othercurrentassets 13 220 81
Castandcashequivalents 14 1,832 1,932
4,744 5572
TOTAIASSETS 49631 44,651
EQUITY
Sharecapital 151 19,165 19,165
Reserveapital 152 15,328 13730
Hedgingeserve 153 110 149
Retainecearnings 154 4,541 1,594
39144 34,638
NONCURRENITABILITIES
Non-currentprovisions 16,17 20 22
Loanshorrowingsbonds 19.13 7,714 8,854
Derivatives 19.1.2 ) 23
Deferredtaxliabilities 112 13 33
Otherliabilities 191 23 -
7,775 8932
CURRENTABILITIES
Currentprovisions 16,17 33 30
Loanshporrowingsponds,cashpooling 1913 1,764 704
Derivatives 19.1.2 27 -
Tradeandother liabilities 1914 682 189
Incometax liabilities 176 4
Othernoninancialiabilities 18 30 154
2,712 1,081
TOTALIABILITIES 10487 10013
49631 44651

TOTAIEQUITANDLIABILITIES

Theaccountingprinciplesand additional notes constitute an integral part of
the financialstatements.
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STATEMENDFCHANGEBI EQUITY

Sharecapital Reservecapital Hedgingeserve  Retainedearnings Totalequity
Note 15.1 15.2 15.3 154
ASATIJANUARY, 2016 18,698 13,009 17) 1,764 33454
Net profit for the reportingperiod - - - 1,598 1,598
Othercomprehensivéncome - - 166 - 166
COMPREHENSINNEOMBE-ORTHE
PERIOD 166 1,598 1,764
Retainedearningdistribution - 1,301 - (1,301) -
Dividend - - - (467) (467)
SharecapitalincreaseusingCompany'swn 167 (467) i . i
funds
Taxon capitalincrease - (110) - - (110)
Otherchanges - ©)] - - ®)
ASATDECEMBER, 2016 19165 13730 149 1,594 34,638
Net profit for the reportingperiod > = > 4,544 4,544
Othercomprehensivéncome > = (39) - (39)
COMPREHENSINEEOME-ORTHE -
PERIOD (39) 4,544 4,505
Retainedearningdistribution - 1,598 - (1,598) -
Otherchanges - = - 1 1
ASATDECEMBER, 2017 19165 15328 110 4541 39144
Theaccountingprinciplesand additional notes constitute an integral part of 60f 62

the financialstatements.
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STATEMENDFCASH-LOWS
Note Yearended Yearended
Decembei31,2017 December31,2016
CASHFLOWEFROMOPERATINECTIVITIES
Profit before tax 4,549 1,674
Incometax paid (105) 4)
Adjustmentsfor:
Depreciationamortisationandimpairmentlosses 14 15
Interestanddividend,net 211 (2869) (1,071)
Profit/ losson investingactivities 211 (1144) (123)
Changen receivables 211 (233) 168
Changeén inventories 74 115
Changen liabilities,excludingoansandborrowings 211 496 (163)
Changen other nonHinancialassets 211 17 266
Changen provisions 1 3)
Other 1 -
NETCASHFROMOPERATINGCTIVITIES 801 874
CASHFLOW&EROMNVESTINGCTIVITIES
Proceedrom saleproperty, plantandequipmentandintangibleassets (©)] (10)
(Acquisition/ Redemptiorof bondsissuedoy PGESroupcompanies 21.2 (2,149 (2,659
Saleof otherfinancialassets 368 -
Acquisition of sharesn subsidiaries 212 (4351) (44)
Purchasef other financialassets (87)
Dividendgeceived 21.2 2,872 1,063
Depositswith maturity over3 months (50) (2,290)
Releas®f depositswith maturity over3 months 21.2 2,340 -
Loangranted(repayment)undercashpoolingagreement 21.2 597 (991)
Loangranted (366) (38)
Interestreceived 66 28
Loangepaid 174 1
Other - 1
NETCASHFROMNVESTINGCTIVITIES (582 (4,931)
CASHFLOWE&ROMFINANCIN@CTIVITIES
Proceeddrom loans borrowingsandissueof bonds = 4,648
Dividendspaid - (467)
Repaymenbf creditandloans a7 -
Interestpaid (298) (203)
Other 3) @)
NETCASH-ROMFINANCIN@CTIVITIES (318) 3977
NETCHANGEN CASFANDCASHEQUIVALENTS (99) (80)
Effectof movementsn exchangeateson cashheld - @)
CASHANDCASHEQUIVALENPS THEBEGINNINGFPERIOD 14 1,930 2,010
CASHANDCASHEQUIVALENPS THEENDOFPERIOD 14 1,831 1,930
Theaccountingprinciplesand additional notes constitute an integral part of 7 of 62

the financialstatements.
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GENERAINFORMATIONBASIFORPREPARATIGDFFINANCIABTATEMENTAND
OTHEREXPLANATORNFORMATION

1. Generalinformation

1.1 Companyoperations

PGEPolskaGrupaEnergetyczn®.A6 ¢ i R & LI ¢/te i I | wasfoundedon the basisof a notarial deeddated August2, 1999 and
wasregisteredin the District Courtin Warsaw XVICommerciaDepartmenton September28, 1990. The Companywasregisteredin the
National CourtRegisterof the District Courtfor the capitalcity of Warsaw,XIlCommerciaDepartment,under no. KR$000059307The
Company'segsteredofficeisin Warsaw Mysia2 Street.

PGES.A.is the parent companyof PGEPolskaGrupaEnergetyczné&.A.Group 6 ¢ t DR dalENR dmbjéreparesseparateand
consolidatedinancialstatementsin accordancavith InternationalFinanciaReportingStandardssadoptedby the EiropeanUniond IERS
91 0D

TheStateTreasunyisthe Company'snajority shareholder.

TheCompany'soreactivitiesare asfollows:

A tradein electricityandother energymarketproducts

A oversightof headofficesandholdingcompanies

A provisionof financialservicedo PGEGroupcompanies
A provisionof other servicegelatedto theseactivities

PGH o !bdsessactivitiesare conductedunder appropriate concessionsincludingconcessiorfor electricity trading granted by the
EnergyRegulatonyOffice. Theconcessioris valid until 2025.No significantassetsor liabilitiesare assignedo the concessionAccordingo
the concessiorthe annualfees are paid dependingon the level of trading. In 2017 and in 2016, the Company'scostsrelating to the
concessioramountedto PLNL million.

Revenuerom the saleof electricity and other energymarket productsis the only significantitems in operatingrevenue.Thisrevenueis
generatedon the domesticmarket. The Company'svlanagementBoarddoesnot analyseits businesshasedon segmentsasa result of
whichthe Companydoesnot report busines®r geographicasegments.

Theaccountsof PGES.Aare kept by its subsidiaryPGEh 6 & Orda3h|-t -Ba&indvzasp.z 0.0. (the namePGEh 6 & Urda3hlt -Radinavza
sp.zo.0. waschangedo PGESynergiasp.z0.0.on Januang1,2018).
Goingconcern

Thesdinancialstatementsare preparedon the assumptiorthat the Companywill continueoperatingasa goingconcernfor a period of at
least 12 monthsfrom the reporting date. Asat the date of approvalof these financialstatementsfor publication,there is no evidence
indicatingthat the Companywill not be ableto continueasagoingconcern.

Thesdinancialstatementscomprisefinancialdatafor the periodfrom Januanyl, 2017 to Decembe30, 20176 financiald G I G S Ya®ly G a £ 0
comparativedatafor the periodfrom Januarnyl, 2016to Decembe31,2016.

1.2 Ownershipstructure

StateTreasury Othershareholders Total
Asat Januaryl, 2017 57.39% 42.61% 100.00%
Asat December31,2017 57.39% 42.61% 100.00%

Theownershipstructureasat particularreportingdateswaspreparedon the basisof dataavailableto the Company.

Accordingto information knownto the Companyasof the date on whichthesefinancialstatementswere prepared,the State Treasury
wasthe only shareholdemwith at least5%of votesat the generalmeetingof PGES.A.

Theaccountingprinciplesand additional notes constitute an integral part of 80f 62
the financialstatements.
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1.3 Compositionof the Company'sMlanagementBoard
Asat Januani, 2017the compositionof the ManagemenBoardwasasfollows:

A HenrykBaranowskg the Presideniof the ManagemeniBoard,

A MartaD | 2 t¢ @ VicePresideniof the ManagemenBoard,

A . 2t Siadkowskg the VicePresidenif the ManagemenBoard,

A MarekPastuszka the VicePresidenbf the ManagemenBoard,

At | g|StOK thé VicePresidenif the ManagemenBoard,

A Ryszard | & A B&WicePresidenbf the ManagemenBoard,

A EmilWojtowicz¢ the VicePresidenbf the ManagemenBoard.

Thefollowingchangesn the ManagemenBoardtook placebetweenJanuany, 2017and Decembe31,2017:

A onFebruaryl3, 2017,the SupervisonBoarddismissedall membersof the ManagementBoardasof Februaryl3,2017.At the
sametime, the SupervisonBoardappointedfor the 10th term of the ManagemenBoardHenrykBaranowskasPresidenof the
ManagemenBoad aswellas. 2 f SJadkbwskiwojciechKowalczykMarekPastuszka, | ¢|SIOARydzatd | & JamblGril
WojtowiczasVicePresidentof the ManagemenBoard.

A 0OnJune20,2017,. 2 f SIadkowskiesignedeffectivefrom Julyl,2017.

Asat DecembeB1, 2017andon the date on whichthesefinancialstatementswere published the Company'd/lanagemenBoardwasas
follows:

A HenrykBaranowskg the Presideniof the ManagemeniBoard,

A WojciechKowalczyk; the VicePresideniof the ManagemenBoard,

A MarekPastuszka the VicePresidenf the ManagemenBoard,

At | g|StOK thé VicePresidenof the ManagemenBoard,

A Ryszard | & i 8 YicePresidenif the ManagemenBoard,

A EmilWojtowiczg the VicePresidenof the ManagemenBoard.

2. Basidor preparation of financialstatements

2.1 Statementof compliance

Thesefinancial statementsare preparedin accordancewith IFRSEU. IFRScomprisestandardsand interpretations, approvedby the
InternationalAccountingStandardBoardd & L !afidInteroationalFinanciaReportingnterpretationCommitteed ¢ L CwL / € 0 @

Includedin thesefinancialstatements,in note 25, is the financialinformationreferredto in art. 44 sec.2 of the EnergyLawdated April 10,
1997 (OfficialJournafrom 2012item. 1059with amendments).

2.2 Presentationand functional currency

Thefunctionalcurrencyof the Companyand presentationcurrencyof thesefinancialstatementsisthe Polishzloty (*PLN") Allamountsare
in PLNmillions, unlessndicatedotherwise.

Forthe purposeof translationat the reporting date of items denominatedin currenciesother than PLNthe following exchangerateswere

applied:
Decembe31,2017 December31,2016
UsD 34813 41793
EUR 41709 44240
Theaccountingprinciplesand additional notes constitute an integral part of 90f 62

the financialstatements.
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2.3 Newstandardsandinterpretations published,not yet effective

Thefollowing standards changesn alreadyeffective standardsand interpretationsare not endorsedby the EuropeanJnionor are not
effectiveasat Januanyl, 2017:

Standard Descriptionof changes Effectivedate
IFR® Financialnstruments  Changesin classificationand measurementof financial instruments Changesto hedge
) Januany, 2018/
andsubsequent accounting. Januanyl, 2019
amendments Thesechangespplyto the right of earlyrepaymentwith negativefees. .
IFRS.4 RegulatoryDeferral ) ! o Standardn current
Accounts Accountinganddisclosureprinciplesfor regulatorydeferralaccounts. versionwill not be

effectivein EU

Amendmentgo IFR.0and
I1AS28

Dealswith the saleor contribution of assetshetweenaninvestorandits joint ventureor

associate. Postponedndefinitely

IFRY5Revenudrom
Contractswith Customers
andclarificationsto IFR3.5

The standardappliesto all contractswith customers,exceptfor those within the scopeof
other IFRS¢e.g.leasecontracts,insurancecontractsandfinancialinstruments). Januany, 2018
IFRY5 clarifiesprinciplesof revenuerecognition.

Thestandardeliminatesthe classificatiorof leasesaseither operatingor financeleasein the

IFRY6 Leases t S & ma&&AsAll contractswhichmeet the criteria of leasewill be recognizedasfinance Januanyl, 2019
lease.

IFR7 Insurancecontracts  Definesa new approachto recognisingrevenueand profit/loss in the period in which Januaryl, 2021
insuranceservicesare provided

Amendmentdo IFRR Classificatiomndmeasuremenbf sharebasedpaymenttransactions Januani, 2018

Amendmentdo IFRS} Applicationof IFR® Financialnstrumentsjointly with IFRS} Insurancecontracts Januani, 2018
Acollectionof amendmentsdealingwith:

Annualimprovementsio IFRS. ¢ eliminationof shortterm exemptionfor entitiesusinglFRSor the first time; Januany, 2018

IFRcycle20142016)

IAS 28 ¢ valuation of entities, in which an investment has been made, at fair value
through profit or lossor usinganindividualmethod.

Amendmentsgo IAS40

Changedo the classificationof properties:i.e. transfer from investmentproperty to other

groupsof assets. Januani, 2018

IFRIG2ForeignCurrency  Guidelinesspecifyingdetermination of the date of a transactionand related spot foreign
TransactionsndAdvance  exchangerate to be used in case foreign currency paymentsare made or receivedin Januanyi, 2018
Consideration advance.

IFRI@3 Uncertaintyover Thisinterpretation appliesto establishingtaxable revenue,tax base, unsettled tax losses, Januaryl, 2019
incometax treatments unusedtax rebatesandtaxrates.

Amendmentgo IAS28 Thisamendmentconcerngneasuremenbf non-currentinvestmentsn associates Januanyl, 2019

Annualimprovementsto
IFRScycle20152017)

Acollectionof amendmentsdealingwith:

IFRS3 - measuremenbf existingstakein a joint operation;

IFRSL1- no measuremenbf existingstakein ajoint operation; Januanyi, 2019
IFRS.2 - incometax consequencesf dividends;

IAS23 - financingcostswhen an assetis readyfor its intendeduse.

Amendmentdgo IAS19

Amendmentsconcerndefined-benefit plans. Januanyi, 2019

TheCompanyintendsto adoptthe abovementionednew standardsamendmentgo standardsand IFR$hterpretationspublishedby the
InternationalAccountingStandard8oardbut not yet effectiveat the reportingdate, whenthey becomeeffective.

Theaccountingprinciplesand additional notes constitute an integral part of 100f 62

the financialstatements.



PGES.A separatefinancial statementsfor 2017
in accordancewith IFREU(in PLNmillion)

IFR® Financialnstruments

In July 2014, the IASBpublished IFRSY Financiallnstruments (IFR). IFR coversthree aspectsrelated to financial instruments:
classificatiorand measurementjmpairmentand hedgeaccountingIFR is effectivefor annualperiodsbeginningon or after Januaryl,
2018,with earlyadoptionpermitted.

TheCompanyplansto uselFR from the dateit entersinto force,without restatingcomparativedata.

In 2017,the Companycarriedout a detailed analysisof the impactof IFR® on the Company'saccountingprinciplesasit relatesto the
Company'perationsor financialresults. Thisassessmenis basedon currently availableinformation and may be subjectto changes
basedon rationalanddocumentableadditionalinformation obtainedin the periodin whichthe CompanyappliesiIFRS for the first time.
TheCompanydoesnot expectthe introduction of IFR® to havea significantimpacton its financialsituation and equity, exceptfor the
effectsof applyingIFR® to impairment. TheCompanyexpectsa slightincrease in impairmentlosseswith negativeimpacton equity, as
discussedbelow. Moreover,asaresultof applyingFR®), the classificatiorof certainfinancialinstrumentswill change.

Analysisshowsthat changesvill mostlyaffectthe followingareas:

A Classificatiorf financialinstruments- the existingfour categoriesresultingfrom IAS39 Financialnstruments:Recognitiorand
Measuremenwill be replacedwith three categoriesfinancialassetameasuredat amortisedcost, at fair valuethrough profit or
lossand at fair valuethrough other comprehensivencome. Thiswill resultin presentationchangesn financialstatementsbut
will havenoimpacton the Company'dinancialresults.

A Measurementof financialguaranteecontracts- guaranteeswill be measuredat the amount of write-off for expectedcredit
losses Measurementperformed as at December31, 2017would haveincreasediabilities and decreasedequity by lessthan
PLNL million grossj.e. no impacton deferredtax.

A Rulesfor estimatingand recognisingmpairmentlosseson financialassetgtransitionfrom incurredlossmodelto expectedioss
model):

1 for trade receivablesrom signficant clientsthat are subjectto a credit risk assessmenprocedure,the Companywill
estimate expectedcredit lossesbasedon a model usedto evaluatethis risk on the basisof ratings assignedto
counterparties;ratings have a likelihood of default assgned, which is adjustedto reflect impact of macroeconomic
factors;

1 for receivablesrom other clientsandfrom related parties,the Companywill estimateexpectedcreditlosseshasedon
ananalysif the likelihoodof creditlossedn eachagebracket;

1 for bankdeposits the Companywill estimateexpectedcreditlossedasedon a modelusedto evaluatethis riskon the
basisof ratings assignedto banksby external institutions; ratings have a likelihood of default assignedwhich is
adjustedto reflectimpactof macroeconomidactors;

9 for cashpoolingreceivablesthe Companywill estimateexpectedcredit losseshasedon a modelusedto evaluatethis
risk on the basisof ratings assignedo banksand to PGES.A.by externalinstitutions; ratings have a likelihood of
defaultassignedyhichis adjustedto reflectimpactof macroeconomidactors;

1 for receivablegelated to loansand bondsfrom direct and indirect subsidiariesthe Companyassumeghat they are
securedby the Companyhavingcontrol over these direct and indirect subsidiariesassetsithis securityis taken into
accountin estimatingrecoveryrates;

1 for investmentsin other equity instruments,measuremenwill be at fair value;currentlythe Companydoesnot have
significantinvestmentsn equity instrumentsother than stakesn subsidiarie@ndassociates.

Investmentsn stakesin subsidiariesand associatesire excludedirom IFR®, measurementwill be asbefore, i.e. at historiccostof
purchasdessimpairment;

Impairmentof financialasses accordingto the abovementionedrulesasat December31, 2017 would have reachedapprox.
PLN415 million, comparedto PLN414 million recognisedn thesefinancialstatements.Equityasat December31, 2017would
havedecreasedy lessthan PLNL million gross,.e. no impacton deferredtax.
Moreover, after the analysisthe Companydecidednot to implementthe changegesultingfrom IFR® asregardshedgeaccounting
from Januaryl, 2018.
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IFRS 5 Revenudrom Contractsvith Customers

IFR45, issuedin May 2014 and amendmentin April 2016, introducesthe Five StepModel for recognisingevenuefrom contractswith
customersAccordingo IFRS5, revenueis recognisedn the amountthat - accordingo the entity's expectations is duein exchangdor
the deliveryof goodsor servicego the customer.

Thenew standardwill replaceall existingrequirementsconcerningrevenuerecognitionin compliancewith IFRSThestandardis effective
for annualperiodsbeginningon or after Januany, 2018,with earlyadoptionpermitted.

TheCompanyanalysedhe largestcontractswith its customersin order to identify those that include provisionswhich could potentially
havean impacton the moment of revenuerecognitionand the level of revenuein the givenreporting period, in particularconcerning:
contractsfor the saleof electricity and gaseouduel, multi-componentcontracts,mutually linked contractsand contractscontainingthe

entity'scommitmentto deliverproductsor servicego the cliert by anotherentity (intermediaryvsprincipal) variableremuneration trade

bonusesaswell ascontractualpenaltiesandbonuses.

Basedn this analysisthe Companyfoundthat it is anintermediaryin gaseouguel transmissiorservicesTherecognitionof revenueand
costsconcerningthese servicesn the financialstatementsfor 2017 would have causeda decreasen operatingrevenueand costsby
approx.PLN3 million.

Basedon this analysisthe Companyconsidershat in periodsbeginningon Januaryl, 2018,IFR5 will not havea significantimpacton
the momentof recognitionof revenueandits valuerecognisedn the Company'dinancialstatements.

IFR36Leases
Thenew standardchangesprinciplesfor the recognitionof contractsthat meet the criteria of lease.Themain changeis to eliminatethe

classificatiorof leasesaseither operatingleasesr financeleasesnthe f S & &@&i@sh\l contractswhichmeetthe criteria of leasewill
be recognizedsfinancelease Adoptionof the standardwill havethe following effect:

A inthe statementof financialposition:increaseof nonHinancialnon-currentassetsandfinancialiabilities,
A inthe statementof comprehensivéncome:decreasenf operatingexpensegother than depreciationamortisation),increaseof
depreciation/amortisatiorandfinancecosts.

Analysisof the standardis not finished yet but its application should not have a major impact on the Company'sfuture financial
statements.

Otherstandards
Theother standardsandamendmentsshouldnot havea majorimpacton the Company'$uture financialstatements.

2.4 Professionajudgmentof managementand estimates

Inthe procesf applyingaccountinguleswith regardsto the belowissuesmanagemenhasmadejudgementsandestimatesthat affect
the amountspresentedin the financialstatements,includingin other explanatoryinformation. The estimateswere basedon the best
knowledgeof the ManagemenBoardrelatingto currentandfuture operationsandeventsin particularareas.Detailedinformationon the
assumptionsnadewaspresentedbelowor in respectiveexplanatorynotes.

Recoverablemounts of assets

The electricity market is the primary area of operationsof the Companyand PGEGroup entities. Changesn this market may havea
significantinfluence on the recoverableamount of power generatingproperty, plant and equipmentof the / 2 Y LJI sfilisiflatis. If
impairment indicatorsspecifiedin IAS36 Impairmentof Assetsare identified, the Companyestimatesthe recoverableamount of the
respectivesharesowned.

The/ 2 Y LJ iyipaignéntanalysiof cashgeneratingunitsis basedon a numberof significath assumptiongoncerningactors,someof
which are outsidethe control of the CompanyAny significantchangein these assumptionswill impactthe result of future impairment
testsandasa consequencenayleadto significantchangedo the financialpostion andresultsof the Company.

During2017the Companyperformedimpairmenttestsof sharesn PGEh 6 NSAIPGEGIEKS.Aand PGEEnergiaOdnawialneS.AThese
testsare describedin note 9.1to thesefinancialstatements.Additionally,the Companyperiodicallyanalysesmpairmentof non-current
financialassetdn accordancevith IAS39 FinancialnstrumentsRecognitiorand Measurement.

Theaccountingprinciplesand additional notes constitute an integral part of 120f 62
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Provisions

As describedin note 3.16 the recognition of provisionsrequires estimates of the probable outflow of economic benefits and
determinationof the amountthat will be the bestestimateof the expenditurerequiredto settle the presentobligationat the end of the
reporting period. The most significant values concern provisiors for jubilee awards and postemployment benefits. Provisionsfor
employeebenefitswere estimatedusingactuariaimethods.

Keyactuarialassumptionselatedto the calculationof provisionsasat the reportingdate are asfollows:

Asat Asat

December31,2017 December31,2016
Expectednflationrate (%) 1.8% 1.301.80%
Discountrate (%) 3.4% 3.5%
Expectedsalarygrowthrate (%) 1.8% 1.73%
Employedurnover (%) 9.57% 9.41%
Expectednedicalcarecostsgrowthrate (%) 1.8% 1.301.80%
ExpectedSociaFundo Y2 Cajlofvancegrowth rate (%) 3.40%5.0% 3.508.40%

A Theprobabilityof employeeattrition waspredictedon the basisof historicaldatarelatedto / 2 Y LJI efhpldy&eturnoverratio
andstatisticaldataon employeeattrition in the industry.

A Mortality and survivalprobabilitywasadoptedfrom the Life Expectancylablespublishedby CentralStatisticalOffice of Poland,
assuminghat the populationofthe/ 2 Y LJI efhpldyeescorrespondsin respectof mortality, to the averagean Poland.

A Normalprocedureof S Y LX 2 retieeéntivasassumedin accordancevith detailedrulesincludedin the Lawon StateSocial
InsurancePensionswith the exceptionof employeesvho meetthe conditionsrequiredto earlyretirement.

A Fordiscountingfuture benefit paymentsa discountrate of 3.4%wasadopted(Decembei31, 2016:3.5%)which correspondgo
the profitability of longterm Treasurypondslisted on the Polishcapitalmarket.

Contingentliabilities

Therecognitionand measuremenbf provisionsand contingentliabilitiesrequiresthe Companyto estimatethe probability of occurrence
of potential liabilities. If the occurrenceof anunfavourablefuture eventis probable the Companyecognigsa provisionin the appropriate
amount. If the occurrenceof anunfavourableuture eventis estimatedby the Companyasnot probablebut possible a contingentliability

isrecognisedContingentiabilitiesare describedn note 22 of thesefinancialstatements.

Impairment allowanceon receivables

As at the reporting date the Company assessesvhether there is objective evidencefor impairment of a receivableor a group of
receivableslf the recoverableamount of an assetis lower than its carryingamount, the entity recognigs an impairmentlossto the
amourt of the presentvalue of expectedcashflows. Reversabf impairmentlosseson trade and other receivableds describedin note
20.3.10of thesefinancialstatements.

Uncertaintyconcerningtax settlements

Regulationsegardingthe tax on goodsand services, corporateincometax and burdensrelatedto socialinsuranceare subjectto frequent
changesThesefrequent changegesultin a lack of appropriatereferencepoints, inconsistentinterpretationsand few precedentsthat
couldbe used.Existingegulatians alsocontaininconsistenciethat causedifferencesin opinionsasto the legalinterpretation of tax laws
both betweenstate organsandbetweenstate organsandbusinesses.

Taxsettlementsand other areasof activities(e.g.customsor visaissuesymay be the subjectof control by organsthat are authorisedto
impose high penalties,and all additional tax liabilities resulting from such inspectionsmust be paid alongsidesteep interest. These
conditionsmeanthat taxriskin Polands higherthanin countrieswith muchmore stabletax systems.

As a consequence, the amounts presented and recognised in financial statements may change in the future as a resuleofs@firay
a tax authority.

On July 15, 2016, changes were introduced to the Tdix&rce intended to take into account the provisions of GeneralMmnise Rule
(GAAR). GAAR is intended to prevent the formation and use of artificial legal structures created in order to avoid payRajaad.
GAAR defines tax avoidance as an &¢gtpérformed primarily to obtain a tax benefit contrary under the circumstances to the subject and
aim of the tax law. According to GAAR, such an activity does not result in a tax benefit if it is artificial. All praeggddigg unjustified
division of operations, involving intermediaries despite a lack of economic justification, mutually offsetting elements or otler simil
activities may be treated as a condition for the existence of artificial activities subject to GAAR. These new reglliatignserd much
greater judgement in assessing the tax effects of transactions.

The GAAR clause is to be applied in relation to transactions executed after its entry into force and to transactions thetourted prior
to its entry into force but in thecase of which tax benefits were or continue to be obtained after GAAR went into force. The
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implementation of these regulations will make it possible for Polish tax inspection authorities to question legal arrasganaent
agreements made by taxpayers sashgroup restructuring and reorganisation.

The Company recognises and measures current and deferred income tax assets and liabilities using IAS 12 Income tevofita$axl on p
loss), tax base, unsettled tax losses, unused tax exemptions and taxakiesg,into account assessment of uncertainties related to tax
settlements. If there is uncertainty over where or not and in what scope the tax authority will accept tax accountingstmtioas, the
Company recognises these settlements taking into@atcan uncertainty assessment.

3. Significantaccountingprinciplesapplied
Thesdinancialstatementsare preparedunderthe historicalcostconventionwhichwasmodifiedin relationto:

A Property,plant and equipmentandintangibleassets; property, plant and equipmentandintangibleassetshat were owned by
the Companyat the date of transitionto IFRSvere measuredat deemedcostasat that date. In addition, for certain property,
plantandequipmentandintangibleassetdmpairmentlosshasbeenrecognised.

A Financiainstruments¢ selectedcategoriesof financialinstrumentsare measuredand presentedin the statementof financial
positionat fair value.Detailson the valuationof particularcategorief financialinstrumentsare presentedin the descriptionof
the accountingprinciplesapplied.

A Impairedassets; presentedin historicalcostadjustedoy impairmentlosses.

3.1 Revenue

Revenuds measuredat the fair valueof the consideratiorreceivedor due. Revenuds recognisedafter deductingvalue addedtax (VAT),
excisetax and other salesbasedtaxesaswell asdiscounts.When recognisingevenue,the criteria specifiedbelow are alsotaken into
account.

Revenudrom saleof goodsand products

Revenudrom the saleof goodsand productsisrecognisedvhenrelatedrisksandrewardshavebeentransferredandwhenthe amountof
revenuecanbe reliablymeasuredandcostsincurredcanbe reliablyestimated.

Revenudrom the saleof goodsandproducis mainlyincludes:

A amountsreceivablefrom sale of: electricity, gas, certificates of origin for energy, greenhousegas emissionallowancesand
renderedservicegelevantto corebusiness,
A amountsreceivablerom salesof materialsandproducts.

Revenudrom saleof services

Revenudrom servicesenderedisrecognisedvhenthe services performed.

Theaccountingprinciplesand additional notes constitute an integral part of 140f 62
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3.2 Costof goodssold

Costof goodssoldincludesyvalueof electricity,certificatesof originfor energy gassoldandother goodsand materialsat acquisitionprices.
Costgthat canbe directly attributable to revenuesrecognisedy the Companyare recognisedn profit or lossfor the reporting periodin
whichthe revenuesvere recognised.

Costghat canonly beindirectlyattributed to revenuesor other economicbenefitsrecognisedy the Companyare recognisedn the profit
or lossin the reporting periodsto whichthey relate, in accordancewith accrualbasisof accountingtakinginto accountthe principlesof
measuremenbf property, plantandequipmentandinventories.

3.3 Financiaincomeand expenses
Interestincomeand costsare recognisecover the respectiveperiod usingthe effectiveinterest method in relationto the net amount of
the financialinstrumentat the reportingdate.

Dividendsare recognisedvhenthe & K | NB Kright tdv&allEp@ymentsis established.
3.4 Taxes

Incometax recognisedn profit or losscomprisesurrentincometax and deferredincometax. Recognisedre actualfiscalchargedor the
reporting period calculatedby the Companyin accordancewith regulationsof the CorporatelncomeTaxActand the changein deferred
taxassetsaanddeferredtax liabilitiesother than the oneschargedor crediteddirectlyto equity.

Deferredtax assetor deferredtax liability are calculded on the basisof temporary differencesbetweenthe carryingamountof a given
assetor liability andits tax baseandtaxlossthat isrecoverablen the future.

Thecarryingamountof a deferredtax assetand deferredtaxliability is verifiedat eachreportingdate. Deferredtax assetsand deferredtax
liabilitiesare classifiecaslongterm. TheCompanyoffsetsdeferredtax assetandliabilities.

TheCompanyreducesthe carryingamountof a deferredtax assetto the extentthat it is no longerprobabe that sufficienttaxableprofit
will be availableto allow deferredtaxassetto be utilisedpartiallyor entirely.

3.5 Earningger share

Earningger sharefor eachperiod is calculatedby dividing profit or lossattributable to ordinary equity holdersof the Companyby the
weightedaveragenumberof sharesoutstandingduringthe reporting period.

TheCompanycalculatediluted earningsper shareby dividingprofit or lossattributable to ordinaryequity holdersof the Company(after
deductionof interest on redeemableconvertible preferenceshares)by the weighted averagenumber of sharesoutstandingduring the
period (adjustedby the numberof dilutive optionsor dilutive redeemableconvertiblepreferenceshares).

3.6 Property,plant and equipment
Property,plantandequipmentare assets:

A heldfor usein the productionor supplyof goodsor servicesfor rentalto others,or for administrativepurposesand
A expectedto be usedfor morethanoneyear.

After initial recognition,an item of property, plant and equipmentis measuredat carryingamount, i.e. initial value (or deemedcostfor

itemsof property, plantand equipmentusedbeforethe transitionto IFRSkessany accumulateddepreciationand anyimpairmentlosses.
Initial value comprisespurchaseprice includingall costsdirectly attributable to the purchaseand bringingthe assetinto use. The cost
comprisesestimateof the costsof dismantlingandremovingthe item andrestoringthe site on whichit islocated,the obligationfor which

anentity incurseither whenthe item isacquiredor asa consequencef havingit usedfor purposesther thanto produceinventories.

The depreciableamount is the cost of an assetlessits residualvalue. Depieciation commencesvhen the assetis availablefor use.
Depreciatioris basedon a depreciationplanreflectingthe future usefullife of the asset.Thedepreciationmethodusedreflectsthe pattern
inwhichthel & a fBtir€e&onomidbenefitsare expectal to be consumecby the entity.

Thefollowingusefullivesareadoptedfor particulargroupsof property, plantandequipment:

Group Avgrggeren?airTing Appliedtptal Fiepreciation
depreciationperiodin years periodsin years
Buildingsandstructures 19 2-31
Machineryandequipment 6 1-39
Vehicles 1 1-10
Otherproperty, plantandequipment 3 1-15
Theaccountingprinciplesand additional notes constitute an integral part of 150f 62
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3.7 Intangibleassets
Anintangibleassets anidentifiablenon-monetaryassetwithout physicakubstancesuchas:

A economicrights acquiredby the Companyand recognisedn non-current assetswith an economicuseful life exceedingone
year,intendedto be usedby the Company,

A developmentcosts,

A goodwillexcludingnternallygeneratedgoodwill,

A acquiredright of perpetualusufructof land.

Asat the date of initial recognition,an intangible assetis measuredat acquisitioncostor productioncostwith respectto development
costs.After initial recognition,an intangibleassetshallbe carriedat its costlessaccumulatedamortizationand accumulatedmpairment

lossesThecostof aninternally generatedintangibleasset,excludingdevelopmentcosts,is not capitali®d andis recordedin profit or loss
for the periodin whichit wasincurred.

The Companyassessesvhether the useful life of intangible assetsis definite or indefinite. If the useful life is definite, the Company
estimatesthe length of the usefulperiod, the volumeof productionor other measuresasthe basisto definethe usefullife. Anintangible
assetis regardedashavinganindefinite usetll life when,basedon an analysiof all of the relevantfactors,there is no foreseeabldimit to
the periodoverwhichthe assetisexpectedo generatenet cashinflowsfor the Company.

The amortisableamount of an intangible assetwith a definite usell life shall be allocatedon a systematicbasisover its useful life.
Amortisationstartswhenthe assetisavailablefor use.

Thefollowingusefullivesareadoptedfor intangibleassets:

Averageremaining ) .
o - Appliedtotal depreciation
Group amortisationperiodin years o
periodsin years
Acquiredpatentsandlicences 1 1-11

3.8 Financialassets
Financiabssetsare classifiedn the followingcategories:

A Heldto-maturity investments

Financiahssetsat fair valuethrough profit or loss
Loansandreceivables

Availablefor-salefinancialassets

Sharesn subsidiariesjointly controlledentitiesandassociates

> > > D>

Financialassetsat fair valuethrough profit or loss

Anassetconstitutinga financialassetat fair valuethroughprofit or lossmustmeetone of the following conditions:

A Isqualifiedasheldfor trading. Financiahssetsare classifiecasheld for tradingif they are:
1 acquiredprincipallyfor the purposeof sellingin the nearterm,
1 part of a portfolio of identified financialinstrumentsthat are managedtogether and for which there is evidenceof a
recentactualpattern of shortterm profit-taking,or
1 derivativesexceptfor aderivativethat is a designatedandeffectivehedginginstrument.
A Wasclassifiedo this categoryat acquisition.Everyfinancialassetthat falls under IAS39 may be reclassifiedat acquisitionto a
portfolio measuredat fair value with changesrecognisedin profit or lossexceptfor equity instrumentsthat have no prices
guotedon anactivemarketandtheir fair valuecannotbe reliablyestablished.

Theseinstrumentsare measuredat fair valueasat the reporting date. Gainor losson financialassetsclassifiedto the FVPportfolio are
recognisedn the financialresultandnot decreasedy amountof interest.

Loansandreceivables

Loansand receivablesare financialassetsother than derivativeswith identified or identifiable payments,not listed on an active market.
Theyare classifiedas current assetsif their maturity doesnot exceed12 months from the reporting date. Loansand receivableswith

maturity exceedingl2 monthsare classifiecasnon-current assetslf the time valueof moneyis significantover the period, the assetsare
measuredat discouned value. The Companypurchasesondsissuedby other PGESroupcompaniesThesebondsare classifiedasloans
andreceivablesBondswith maturitiesnot exceedingl2 monthsfrom the reportingdate are classifiecascurrentassetswhile bondswith

maturities exceedindl2 monthsfrom the reporting date are classifiecasnon-current assetshoweverthis classificatiordependsnot only
on maturity but alsoon the Company'sntentionswith regardto roll-over.
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Intra-group bonds maturing in under one year that are expectedto be rolled over are classifiedas non-current instruments. This
classificatiomeflectsthe characterof cashmanagementn mid- andlongterm.

Availablefor-saleassets

All other financialassetqexceptfor sharesn subsidiariesjointly controlled entities and associatesire accountedfor asavailablefor-sale
financialassetsFinanciahssetsavailablefor saleare recognisedat fair valueasat eachreporting date. Fairvalueof an instrumentwhich
doesnot havea quoted market price is estimatedwith regardsto anotherinstrumentof similar characteristicor basedon future cash
flowsrelevantto aninvestmentasset(measurementisingdiscountedcashflow method).

Positiveand negativedifferencesbetweenfair valueof availablefor-salefinancialassetdif their priceis determinableon aregulatedactive
market or if the fair value may be estimated by some other reliable method) and cost, net of deferred tax, are recognisedin other
comprehensivéncome,exceptfor:

A impairmentlosses,
A exchangegainsandlossesarisingon monetaryassets,
A interestrecognisedisingthe effectiveinterestrate method.

Dividendsfrom equity instrument in the AFSportfolio are recognisedn profit or losson the date that the / 2 Y LJI niglé tQ geceive
paymentis established.

Sharesn subsidiariesjointly controlled entities and associates

Subsidiariesre those companieswhose financialand operational policiesare managedby the Companyin order to derive economic
benefits from their operations. Thi involvesholding the majority of total votesin decisionmakingbodies of these organisations.To
determine whether the Companyhas control over the givenorganisation,existenceand impact of potential voting rights that can be
realizedor convertedat anytime are considered.

A jointly controlled entity is an organizationin which the divisionof control over the businessas specifiedin the agreementrequires
unanimityof controllingpartieswith respectto strategicfinancialand operationaldecisions.

Anassociatds a busines®rganigtion, includinga partnership(suchasa civil partnership)uponwhichthe investorhassignificaninfluence
andwhichis not awholly or partially owned subsidiary''Significantinfluence"is definedin IASas the powerto participatein the financial
andoperatingpolicydecisionf the investeebut doesnot refer either to control or joint control overthosepolicies.

Sharesn subsidiariesjointly controlledentities and associatesield by the Companyare measuredat historicalacquisitioncost.If there is

anobjectiveevidenceof impairmentof theseassetsthe amountof impairmentis measuredasthe differencebetweenthe carryingvalue
of the assetandthe estimatedrecoverableamount.

3.9 Derivativesand hedginginstruments

TheCompanyusesderivativesn orderto hedgeagainstinterestrate riskand exchangeate risk. Themostfrequently usedderivativesare
forward contractsand interest rate swaps(IRS)Suchderivativesare measuredat fair value. Dependingon whether the valuationof a
derivativeis positiveor negativet isrecognisedasa financialassetor financialliability, respectively.

Thegainor lossresultingfrom the changein fair valueof a derivativenot qualifyingfor hedgeaccounting, is recognisedlirectlyin profit or
loss.

Thefair valueof currencyforward contractsis estimatedwith referenceto currentforward ratesfor contractsof similarmaturity. Fairvalue
of interestrate swapss estimatedwith referenceto the market valueof similarfinancialinstruments.

3.10 Hedgeaccounting

Changein fair valueof derivativefinancialinstrumentsdesignatecascashflow hedgesCCIR8CrossCurrencylnterestRateSwap)yand IRS
(InterestRateSwap)are recognisedn hedgingreservein the portion determinedto be an effectivehedge while the ineffectiveportion of
the hedgeisrecognisedn profit or loss.

Theaccumulatecchangesn fair valueof hedginginstrument, previouslyrecognisedn hedgingreserveare transferredto profit or lossin
the period or periodsin which the hedgeditem affectsprofit or loss.Alternatively,if the hedgeof a plannedtransactionresultsin the
recognitionof nonfinancialassetsor non-financialliabilities, the Companyexcludeshe amountfrom equity andincludesit in the initial
costor other carryingamountof anonHinancialassetor liability.

3.11 Inventories

Inventoriesare assetsheldfor salein the ordinarycourseof businessin the processof productionfor suchsale,or in the form of materials
or supplieso be consumedn the productionprocesor in providingservices.

Inventoriescomprise:
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A energyorigin certificates¢ purchasedcertificatesof origin for energyproducedfrom renewableenergysourcesyights of origin
for energyrelatingto energygeneratedin cogeneratiorandrightsto energyefficiencycertificates,
A goods(especialhCQ emissiorallowancesntendedfor re-sale).

Inventoriesare measurecat the lower valueof the followingtwo: acquisitioncostor inventorycostand net realisablevalue.CQ emission
rightsacquiredin orderto realiseprofits from fluctuationsin marketpricesare measuredat fair valuelesscostsof disposal.

3.12 Tradereceivables

Tradereceivablesare measuredht leastat eachreportingdate in the amountdue, i.e. at the nominalvalueincreasedoy applicablepenalty
interest, in accordancewith the principle of prudence,i.e. lessapplicableimpairmentallowancesImpairmentlosses on receivablesare
recognisedsother operatingcostsor financecosts.Non-currentreceivablegre measurecat present(discountedyalue.

3.13 Otherassetgincludingprepayments)

TheCompanyecognisesinassetasa prepaymentunderthe following conditions:

A anexpensewvasincurredin the pastin relationto operatingactivity,
A it canbereliablymeasured,
A it refersto future reportingperiods.

Prepaymentsre recognisedt reliablymeasurecamounts relateto future periodsandwill generatefuture economicoenefits.

Otherassetsncludein particularstatereceivablesadvancegor deliveriesandservicesanddividendreceivables.

3.14 Cashandcashequivalents
Castromprisexashon handanddemanddeposits.

Cashequivalentsare shortterm, highlyliquid investmentsthat are readilyconvertibleto knownamountsof cashandwhichare subjectto
aninsignifcantriskof changesn value.
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3.15 Equity
Equityis statedat nominalvalue classifiecby nature,in accordancevith legalregulationsandthe Compag @udiclesof Association.

Sharecapitalin the statementof financialpositionis statedat the valuespecifiedin the Articlesof Associatiorand registeredin the Court
Register.

Declaredput not contributed,sharecapitalcontributionsare recognisedisoutstandingsharecapitalcontributionsasnegativevalue.

3.16 Provisions

TheCompanyrecognisegrovisionswhenthere is presentobligation(legalor constructivethat arisesfrom pastevent, it is probablethat
anoutflow of resourceeembodyingeconomichenefitswill be requiredto settle the obligation,anda reliableestimatecanbe madeof the
amountof the obligation.Whenthe effect of the time valueof moneyis significantthe amountof a provisionis the presentvalueof the
expendituresexpectedto be requiredto settle the obligation.Thediscountrate is a pre-tax rate that reflectscurrent marketassessments
of the time valueof moneyandthe risksspecificto the liability. Thediscountrate doesnot reflectrisksfor whichfuture cashflow estimates
havebeenadjusted.

Postemploymentandjubilee awardsprovision

TheCompany'employeesreentitled to the following postemploymentbenefits:

A retirementandpensionbeneits ¢ paidoncewhenthe employeeretires or becomesa pensioner,
A postmortemseverance,

A cashequivalentrelatedto energytariff for employeeof powerindustry,

A benefitsfrom the SociaFund,

A medicalbenefits.

Until December31, 2017,the Company'smployess were alsoentitled to receivejubilee awardsthat were paid after an employeehas
workedfor a specifiedperiod of time. The amountof awardspaid dependedon the period of serviceandthe averageemunerationof the
employee.

TheCompanyrecogrisesa provisionfor future obligationsrelevantto pastservicecostsfor the purposeof assigningoststo the periodsin
which they are incurred. The provisionraisedis recognisedas an operatingexpensein the amount correspondingwith accruedfuture
SY LI 2kedBsaraepresentvalueof theseobligationsis measurecby anindependentactuary.

Actuarialgainsand lossesarisingfrom the changeof actuarialassumptiong(includingchangein discountrate) and ex post actuarial
adjustmentsarerecogrisedin other comprehensivéncome.

3.17 Liabilities

Liabilitiesare the / 2 Y LJ- pfesedtdbligations,arisingfrom past events, settlement of which will causean outflow of resources
embodyingeconomidenefitsfrom the Company.

TheCompanydividesliabilitiesinto the followingcategories:

A financialliabilitiesat fair valuethroughprofit or loss,
A otherfinancialliabilitiesmeasuredat subsequenteporting datesat amortised cost,
A nondinancialliabilities.

Whenthe effect of the time valueof money is significantjiabilitiesare presentedat discountedvalue.
3.18 Statementof cashflows

Thestatementof cashflowsis preparedusingthe indirectapproach.

3.19 Specifidransactionsunderjoint control

Bondsissuednot at | NMeRgthterms

Dueto the fact that the Companyacquiredbondsissuedby its subsidiarien terms other than marketterms, settlementsfor this were
recognisedas either an increaseor decreaseof investmentsin the subsidiaryissuingthe bonds.On the purchasedate, the Company
recognisedhe bondsat fair value,below the issueprice, and the differencebetweenthe issueprice and fair valuewasrecognisecasan
increasein investmentin the subsidianjissuingthe bondswhile the resulton prepaymentsor thesebondsas a decreasen the valueof
investmentin the subsidianyissuingthe bonds.

FromJanuani, 2018, all transactionsare executedon marketterms.

Theaccountingprinciplesand additional notes constitute an integral part of 190f 62
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4. Changesn accountingprinciplesand data presentation
New standardsand interpretations which becameeffective on Januaryl, 2017

Theaccountingprinciplesappliedin preparingthesefinancialstatementsare consistentwith those appliedin preparingthe Company's
financialstatementsfor the yearended December31, 2016, exceptasstated below. Thefollowing amendmentsto IFRSare appliedin
thesefinancialstatementsasof their effective date howeverthey did not havematerialimpacton the presentedand disclosedinancial
informationor they were not applicableto the Company'$ransactions:

A Amendmentgo IAS? - Disclosurdnitiative

A Amendmentdo IAS12- Recognitiorof deferredtax assetdor unrealisedosses

A Amendmentsresultingfrom IFRSnnualimprovementcycle20142016 - amendmentsto IFRSL2 - clarificationsregardingthe

scopeof the standard.

EXPLANATORYOTES OTHE-INANCIABTATEMENTS
EXPLANATORYOTES OTHESTATEMENJFCOMPREHENSINNEEOME

5. Revenusandexpenses
5.1 Salegevenues

Yearended
Q1 Q2 Q3 Q4
) ] : : Decembe31,
unaudited unaudited unaudited unaudited
2017

SALBEREVENUES

Revenusfrom salesof goods,including: 2,230 2,047 2,057 2,220 8,554
Saleof electricity 2,003 1,748 1,910 1,961 7,622
Saleof energyoriginrights 10 - 19 20 49
Saleof gas 157 139 88 215 599
Othersalesof merchandiseandmaterials 60 160 40 24 284
Revenusfrom sales of services 170 144 156 161 631
TOTAISALEREVENUES 2,400 2,191 2,213 2,381 9,185

Yearended
Q1 Q2 Q3 Q4
. ! ! : Decembe31,
unaudited unaudited unaudited unaudited
2016

SALBEREVENUES

Revenusfrom sales of goods,including: 2,659 2,651 2,378 2513 10,201
Saleof electricity 2,206 2,207 2,093 2138 8,644
Saleof energyoriginrights 17 11 20 7 55
Saleof gas 225 104 61 121 511
Othersalesof merchandisandmaterials 211 329 204 247 991
Revenusfrom sales of services 162 154 162 168 646
TOTAISALEBEVENUES 2,821 2,805 2,540 2,681 10,847

Theyly declinein revenuefrom electricitysalesn 2017resultsfrom lower turnover volumeandlower salesprices,mainlyin transactions
with PGEh 6 NSABaleto PGEh 6 NSAlare conductedn orderto secureretail client demandfor electricity.
During2017, PGES.Abegansalesto anew PGEGroupentity - PGEEnergid A $3.40 |

Thehigherrevenuefrom natural gassalesresultsfrom higher gassalesvolumesto entities outside PGEGroupand on the exchangeA
declinein revenuefrom transactionswith PGEh 6 NSsAiivasobservedat the sametime, resultingfrom this company'dower demandfor
gasin 2017thanin 2016(in2016,PGEh 6 NSA%oldto PGEGIEKS. A whichincreasedts demand).

Thedeclinein revenuefrom the saleof other goodsandmaterialsmainlyresultedfrom lower CQ emissiorallowancesalesvolume.
Information concerningkey clients

TheCompany'snain counterpartiesare PGEGroupsubsidiariesin 2017,saleso PGEh 6 NSsAiaccountedor 71%of revenuefrom sales,
while saleso PGEGIEKS.Aaccountedor 9%.In 2016,salego thesecompaniesiccountedor 73%and 15% respectively.

Theaccountingprinciplesand additional notes constitute an integral part of 200f62
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5.2 Costdy nature andfunction

Yearended
Ql. Q2_ Q?’. Q4. Decembei3l,
unaudited unaudited unaudited unaudited 2017

COSTBYNATURE

Depreciationamortisation 4 3 4 8 14
Externakervices 13 17 15 13 58
Employeéenefitsexpenses 27 28 25 32 112
Othercostsby nature 16 14 18 25 73
TOTAICOSTBYNATURE 60 62 62 73 257
Distributionandsellingexpenses (5) 5) ®3) 4 a7)
Generahndadministrativeexpenses (35) 37) 37) (45) (154)
Costof merchandisendmaterialssold 2,175 1,997 2,009 2,169 8,350
COSDFGOODSOLD 2,195 2,017 2,031 2,193 8,436

Yearended
Ql. Qz. Q3. Q4. Decembei3l,
unaudited unaudited unaudited unaudited 2016

COSTBYNATURE

Depreciationamortisation 4 4 3 4 15
Externakervices 24 24 24 19 91
Employeéenefitsexpenses 24 24 23 22 93
Othercostsby nature 20 21 19 24 84
TOTAICOSTBYNATURE 72 73 69 69 283
Distributionandsellingexpenses (14) 12) (11) ©) (46)
Generahndadministrativeexpenses (34) 37) (35) (36) (142)
Costof merchandisendmaterialssold 2,560 2,584 2,396 2,522 10,062
COSDFGOODSOLD 2,584 2,608 2419 2,546 10,157

Thedeclinein the value of goodsand materialssoldin 2017 comparedto 2016 resultedmainlyfrom the abovementioneddecreasen
revenuefrom salesandlower priceson the wholesalemarket.

Theaccountingprinciplesand additional notes constitute an integral part of 210f62
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5.2.1 Depreciation,amortisationandimpairmentlosses

Depreciation,amortisation
YearendedDecember31,2016

YearendedDecembei31,2017
Property,

Property,

plantand D TOTAL plantand Intangible TOTAL
. assets ; assets
equipment equipment
Costof goodssold 4 2 6 4 2 6
Distributionandsellingexpenses 1 1 - 1 1
Generahndadministrativeexpenses 6 1 7 6 2 8
TOTAL 10 4 14 10 5 15
5.2.2 Externalservices
Yearended Yearended
December31,2017 December31,2016
Tradingcommissions 10 27
ITservices 20 19
Consultingservices 16 8
Transmissioservices 3 20
Other 9 17
TOTAIEEXTERNAERVICES 58 91
5.2.3 Employeebenefit expensesaand employmentstructure
Yearended Yearended
Decembei31,2017 December31,2016
Payroll 86 78
Sociakecurityexpenses 13 11
Changén provisionsfor employeebenefits () @)
Otheremployeebenefits 14 11
TOTAIEMPLOYHBENEFITSXPENSHSICLUDING: 112 93
Includedin costsof goodssold 25 24
Includedin distributionandsellingcosts 6 5
Includedin generalandadministrativeexpenses 81 64
Asat Decembef31,2017,the Companyhad525employeegfull-time equivalent)comparedo 507at Decembe31,2016.
5.2.4 Othercostsby nature
Yearended Yearended
December31,2017 December31,2016
Sponsorin@ndadvertising 51 59
Managementemuneration 13
Taxesndfees 4
Other 11
TOTAIEEXTERNAERVICES 73 84
5.3 Financiaincomeand expenses
Yearended Yearended

Decembei31,2017

December31,2016

FINANCIAINCOME-ROMFINANCIAINSTRUMENTS

Dividends 2,872 1,063
Interest 368 252
Reversabf impairmentallowance 1,289 89
Revaluatiorof financialinstruments,including: 63 21

CQ emissiorallowances 31 -

Otherderivatives 32 21
Positiveforeignexchangelifferences 2 14
TOTAIEINANCIAINCOME 4594 1,439

In 2017,the Companyeported dividendincomemainlyfrom PGESIEKS.A(PLN2,019million) and PGEDystrybucjeS.A(PLN8O8 million),
comparedo PLNL,012million from PGEDystrybucjeS.Aand PLN35 million from PGEEnergisOdnawialngs.Ain the previousperiod.

220f62
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Theitem ‘reversalof impairment allowancesincludesthe reversalof an impairment allowanceon PGEh 6 N$.Aishares,which is
descrikedin note 9.1 of thesefinancialstatements.

Interestincomerelatesmainlyto bondsissuedby subsidiariesand cashdeposits.

Theitem 'impairmentof financialstatements'includesrevaluationof hedgingtransactiondgn the part considerecasthe ineffective part of
ahedgefor instrumentsdesignatedashedgingnstrumentsin cashflow hedgeaccountingandin full whenit comesto other instruments.

Yearended Yearended
Decembei31,2017 December31,2016

FINANCIAEXPENSERELATEDOFINANCIAINSTRUMENTS
Interest 326 226
Impairmentlossraised 253 23
Revaluatiorof financialinstruments,ncluding: - 10

CQ emissiorallowances - 5

Otherderivatives - 5
Negativeforeignexchangelifferences 6 1
FINANCIAEXPENSEELATEDOFINANCIAINSTRUMENTS 585 260
Otherfinancialexpenses 1 -
TOTAIEINANCIAEXPENSES 586 260

Theallowancesecognisedconcernimpairmentof sharesn PGEEJ1sp.z 0.0. (PLNLO5 million) and ExatelS.A.(PLN69 million) aswell as
bondsissuedby AutostradaWielkopolskaS.A(PLNB9 million),asdescribedn note 9 to thesefinancialstatements.

Interestexpensesnainlyrelateto bondsissuedandbankloansincurred asdescribedn note 19.1.30of thesefinancialstatements.

5.3.1 Valuationrelatedto tradingin CQ emissionrights

As describedin note 5.3 of these financial statements,income and expensesecognisedunder the headingRevaluationof financial
A Y & i Nafrigdiha résulton transactiongelatedto CQ emissiorrights (so-calledtradingportfolio).

Thefollowingtableillustratesthe effectsof particularitemsrelatedto the CQ emissiorrightson the financeincomeandexpenses

YearendedDecember3dl, YearendedDecember31,

2017 2016
Income
Valuationof commodityforwards 46 41
Profit on saleof CQ emissionrightsoutsidethe PGESroup - 1
Impairmentof emissionallowances 8 -
TOTALNCOMERELATEDOTRADHEN CQ EMISSIORIGHTS 54 42
Expenses
Valuationof currencyforwards (20) 1)
Losson saleof CQ emissionrightsoutsidethe PGESroup 3)
Revaluatiorof CQ trading portfolio - (46)
TOTAIEXPENSEELATEDOTRADHEN CQ EMISSIORIGHTS (23) 47)
Income/ (expense$from revaluationof financialinstrumentsrelated to 31 )

trading in CQ emissionrights

Theaccountingprinciplesand additional notes constitute an integral part of 230f62
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6. Incometax

6.1 Taxin the statementof comprehensivencome
Main elementsof incometax expenseor the yearsendedDecembe31,2017andDecembe1, 2016areasfollows:

Yearended Yearended
Decembei31,2017 December31,2016

INCOME AXRECOGNISHDSTATEMENIFPROFIDRLOSS

Currentincometax of PGES.A. 19 63
Benefitsfrom tax groupsettlements 7) (35)
Adjustmentgelatedto settlementof currentincometax of previousyears 4 30
Totalcurrentincometax 16 58
Deferredincometax (11) 18
INCOMBE AXEXPENSEECOGNISHDSTATEMENIFPROFIDRLOSS 5 76
INCOME AXEXPENSEECOGNISHDOTHEREOMPREHENSINEOME

Fromvaluationof hedgingnstruments ©9) 39
INCOME AXEXPENSRECOGNISHDOTHEREOMPREHENSINEEOMEEQUITY) ©) 39

Theprinciplesregardingsettiementsbetweencompanieformingthe PGEaxgroupd & t D 9age describedn note 23 of thesefinancial
statements.

Adjustmentsrelated to settlement of current income tax of previousyearsconcernmainly final settlement of the tax group for the
previousyear. Thedifferencesarisefrom salesof electricityfor the previousyearinvoicedin the first quarterof the currentyear, previously
recognisecasedon estimates.

6.2 Effectivetax rate

A reconciliationof the calculationof incometax on profit before tax at the statutory tax rate and incometax calculatedaccordingto the
effectivetaxrate of the Companysasfollows:

Yearended Yearended
December31,2017 December31,2016

PROFIBEFOREAX 4549 1674
Incometaxaccordingo Polishstatutorytaxrate of 19% 864 318
ADJUSTMENT®INCOMEAX

Adjustmentgelatedto settlementof currentincometax of previousyears 4 30
Taxlossesof companieselongingo the taxgroup @) (35)
Nonttaxableincome (841) (244)
Other 5) 7
TAXATEFFECTMBAXRATE 5 76
(Incometax (expensepspresentedin the financialstatements)

EFFECTNAXRATE 0.1% 4.5%

In accordane with agreementswithin TGPGEwhen a companybelongingto the tax groupincursa tax loss,the respectivetax benefits
aretransferredto the representingcompany PGES.A.

Norttaxableincomerefersmainlyto dividendincomewhichare not includedin the calculationof the currentincometax base(in 201 7tax
impactof PLN546 million andin 20160f PLN202 million) andthe reversalof impairmentof PGEh 6 NSAlshares(tax valueof PLN245
million).
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EXPLANATOROTES OTHESTATEMENDFFINANCIAPOSITION
7. Property,plant andequipment

Asat Asat
Decembei31,2017 December31,2016
Buildings 163 171
Otherproperty, plantandequipment 13 15
NETVALUBDFPROPERTRI.ANANDEQUIPMENT 176 186

Inthe reportingand comparativeperiod, the Companydid not purchasenor soldanysignificantproperty, plantandequipment.

8. Intangibleassets

Intangible assetsconsist mainly of software and licences.As at December31, 2017 no impairment risk regardingthese assetswas
identified.

9. Sharesn subsidiaries
Sharesdn subsidiariegirerecognisedit costlessaccumulatedmpairmentlosses.

Registered DSharesasat Asat December Stakeasat Asat December
office ecembeidl, 31 2017 Decembei31, 312016
2017 ' 2016 ’

COMPANIEBELONGINBOTGPGE2015
PGED 5 NJ/ A Ehérgetgkaonwencjonalns.A. . SOOK 100.00% 15437 99.98% 15396
PGBDystrybucjes.A. Lublin 100.00% 10611 100.00% 10592
PGEh 6 NSBA( wi Sal s 100.00% 2,406 100.00% 1,117
PGEEnergicDdnawialnes.A. Warsaw 100.00% 1,349 100.00% 1,347
PGESystemys.A. Warsaw 100.00% 140 100.00% 137
ELBESp.zo.0. . SUOKI 100.00% 101 100.00% 101
PGBDomMaklerskiS.A. Warsaw 100.00% 97 100.00% 97
BETRANSp.z0.0. . SUOK 100.00% 35 100.00% 35
ELMENp.zo.0. Rogowiec 100.00% 23 100.00% 23
BESTGUNp.z0.0. Rogowiec 100.00% 13 100.00% 13
MEGAZES€p.zo.0. Bydgoszcz 100.00% 10 100.00% 10
ELBISp.zo.o0. Rogowiec 100.00% 8 100.00% 8
Rambsp.zo.0. Piaski 100.00% 7 100.00% 7
MegaSerwisp.z0.0. Bogatynia 100.00% 7 100.00% 7
TOPRSerwissp.zo.0. Bogatynia 100.00% 5 100.00% 5
PGHEh 0 & Ordah It -Redindvizssp.z0.0.%) Warsaw 100.00% 6 100.00% 2
PGECentrumsp.zo.0. Warsaw 100.00% 8 100.00% <1
PGE/enturessp.zo.0 Warsaw 100.00% 21 100.00% <1
PGHBNowaEnergiesp.z0.0 Warsaw 100.00% 15 100.00% <1
PGHnwest13S.A. Warsaw 100.00% 1 100.00% <1
ELBESSecuritysp.zo.0. Warsaw 100.00% <1 100.00% <1
8limited liability companiesramed

W 100.00% <1 100.00% 1
PGHnwest 2;5;8t0 12:14 arsaw ° ° <
ELTURBERWISp.zo.0. Bogatynia 100.00% - 100.00% -
COMPANIESOTBELONGINBOTGPGE2015
PGEEnergid A $3.40 | Warsaw 99.52% 1,992 - -
ExatelS.A. Warsaw - - 100.00% 428
PGEEIL sp.zo.0. Warsaw 70.00% 113 70.00% 218
PGESwederAB(publ) Stockholm 100.00% 112 100.00% 112
PGHTradingGmbH Berlin 100.00% 23 100.00% 23
PGH owarzystwd-unduszynwestycyjnycts.A. Warsaw 100.00% 24 100.00% <1
Energopomiasp.z0.0. Gliwice 22.73% 3 - -
PGHnwest16 Sp.zo.0. Warsaw 100.00% 1 100.00% <1
ignlged liability companiesramedPGHEnwest17, Warsaw 100.00% <1 100.00% <1
TOTAL 32,568 - 29,678

*) the namePGEh 0 & Urch It -He@lrdvisp.z0.0. waschangedo PGESynergiasp.z0.0.0n Januans1,2018
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Significanthangesn the structureof subsidiarieshat took placein 2017:

A OnFebruaryl, 2017 PGEPolskaGrupaEnergetyczn&.A formed PGHnwest 19 sp. z 0.0. Thecompanywasregisteredat the
NationalCourtRegisteion Februarny24,2017.

A An agreementto sell 100%of EXATEB.A.sharesfor PLN368.5million was executedon March 29, 2017, The book value of
ExatelS.Ashares at the momentof salealsowasPLN368.5million. In addition, duringthe yearthe Companyrecognised®LN59
million worth of impairmentlosses.

A On November13, 2017, PGEPolskaGrupaEnergetycznas.A.purchased99.52%of sharesin EDFPolskaS.A.(currently PGE
Energid A SS.X)whichisdescribedn note 26.1to thesefinancialstatements.

A Duringthe reporting period, the Companypurchasedsharesin the increasedcapital of PGEVenturessp. z 0.0., PGENowa
Energissp.z0.0.,PGEFIS.A.PGECentum sp.z0.0.,PGEDKKsp.z 0.0. for atotal amountof PLN73 million.

9.1 Analysisof the valueof non-current financialassets

In 2017,the Companyrecognisedanimpairmentlosson PGEEJ1sp.z 0.0.'ssharesof PLNLO5 million. Thereasonfor thisimpairment loss
wasa substantialdifferencebetweenthe book valueof PGEEJ1sp. z 0.0. sharesin PGES.A.'saccountsand the valueof this company's
equity. Thevalueof the sharesn PGEEJ1sp.z 0.0. wasestimatedusingthe adjustednet assetsapproach.Theimpactof the impairment
losson the statementof comprehensivéncomeis describedn note 5.3 of thesefinancialstatements.

Inthe previousreporting period,the Companyecognisedanimpairmentlossonits stakein subsidianfELTURBERWI§p.z0.0.,amounting
to PLN23 million, dueto its economicandfinancialsituation.

In previousreportingperiods,the Companyecognisedanimpairmentlosson sharesn AWSAHollandil BVof PLNL15million.

Moreover,PGES.Aholdsbondsissuedby AutostradaWielkopolskes.A. whichwere fully written-off dueto alossof value.
Impairmentanalysisof PGEEnergiaOdnawialnaS.A.and PGESIEKS.A.

In 2017, PGEGroup analysedassumptionsand identified drivers that could have substantialimpact on changesin the value of its
generatingassetsand, asa result, on the valueof PGES.A.'sstakesin PGEEnergiaOdnawialneS.A.and PGEGIEKS.A Keychangesn the
regulatoryenvironmentare asfollows:

A entry into force on September25, 2017 of an updatedbill on renewables,which significantlyreducedthe substitutefee, which
translatedinto further declinesn marketpricesfor propertyrightsattachedto certificatesof origin (greencertificates).

A adoptionby the Polishparliamenton July20, 2017 of the water law, whichintroducednew rulesfor water usage.In particular,
the law introducedfees (fixed and variable)for usingwater and introduced highermaximumratesfor water consumptionand
dischargeof wastethroughinstallationsbelongingto PGEGroupcompanies. Thefixed feesfor conventionainstallationsandthe
variablefee for hydroelectic power stationsconstitutearea new expenseor PGESroup'sgeneratingunits.

A reductionof supportfor gasfired generatingunits after 2018 vs assumptionsadoptedin 2015. Thisresultsfrom a significant
declinein the pricesof yellowcertificates.

A lackof supportfor coaHired CHRplantsunder the capacitymarketdue to regulationsintroducedviathe capacitymarketlaw of
Decembe8, 2017.

A proposedegislativechangessoncerninghe law on investmentin wind farmsof May 20, 2016.If this law is changedwind farms
will not be fully treated asa structure,whichwill reducetheir property tax expenses.

Giventhe above,PGES.A. performedimpairmenttests on its stakesin PGEEnergiaOdrawialnaS.A.and PGED 5 N/ Ai Eniergefyka
Konwencjonaln&.AThesedestswere conductedon cashgeneratingunit basisby establishingheir recoverableamounts.Therecoverable
value of the analysedassés was estimatedon the basisof discountednet cashflow method which relied on the financialprojections
preparedfor the assumeduseul life of the particular CGU Accordingto the Companyfinancial projections longer than five yearsare
justified becausethe property, plant and equipmentitemsusedby the tested entities havesignificanly longerusefullivesandalsodue to
significantandlongterm effectsof projectedchangesn the regulatoryenvironment.
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Macroeconomicassumptions

Thekey price assumptionsj.e. pricesof electricity, certificatesof origin, CQ emissionallowanceshard coaluntil 2019are basedon the
company'dinancialplans.

Electricitypriceforecastsfrom 2020are derivedfrom a studypreparedby anindependentexpert. Themostprobableenergypriceforecast
wasadopted,althoughin the part coveredby contractsthe pricesand settlementterms usedin thesecontractsduringtheir validity were
adopted.Electricitypriceforecastsaassumegrowthin marketpricesduringthe forecastperiod.

Theforecastfor pricesof property rights concerningcertificatesof origin was drafted by PGES.A.'seam of in-houseexpertsbasedon
assumptiongoncerninghe demandsupplybalancelt wasassumeahat auctionswill be the dominantsupportmechanismTheforecast
for pricesof property rightsconcerningcertificatesof originfor renewableenergyassumegrowth until 2021.1n later years priceswill bein
adowntrenduntil 2025(exceptfor 2023)andwill remainstead, thereafter. Forproductioncoveredby contractsthe pricesandsettlement
termsusedin thesecontractsduringtheir validity were adopted.

Theforecastfor revenuefrom the capacitymarketfrom 2021 was preparedby PGES.A.'sn-houseteam basedon expert assessments,
includingthe resultsof the Britishcapacitymarket,amongother things.

Revenudrom regulatorysystemservicesvasbasedon existingbilateralagreementswith PSES.A.

Unit availabilitywasestimatedbasedon repair plans takinginto accountstatisticaffailurerates.
Detailedassumptiongregardingthe tested companies
Presentedbelowarethe keyassumptiondiavingimpacton estimatesof the usefulvalueof PGEGIEKS.A.

A assumptiongoncerningelectricityproductionanddemanduntil 2022were basedon afinancialplan,

A forecastsfor pricesof CQ emissionallowancesassumingdynamicgrowth in market pricesin subsequentyears(evenover a
dozenpercentyearorn-yearin constantprices),

A forecastsfor hard coal prices,assumingstrong growth in market pricesin 20172019, resultingfrom lower supply;for 2020the
end of problemswith limited supplywasforeseen resultingin a declinein coalprices;from 2021pricesare expectedto stabilise
(growth by approx.1%yl/y in constantprices,

A receipt of a quantity of free-of-chargeCQ emissionallowancesfor the purposesof electricity generationfor 20172020 for
specificcashgeneratingunits in accordancewith Poland'sapplicationfor a transition allocationof free emissionallowancegor
the modernisationof electricity generation activities pursuantto art. 10c sec.5 of directive 2003/87/ECof the European
Parliamentand the Council(derogationapplication) which meetsthe requirementsof CommissiorDecisiorof July13,2012.As
regads heat generation, free-of-chargeallowanceswere taken into accountin accordancewith the list of quantitiesof CQ
emissionallowancesllocatedfor heatfor 20132020publishedby the EnvironmentMinistry,

A takeinto accountthe allocationof free CQ emissionallowancesn the period 2021-20300nly for systemdistrict heatingand
high-efficiencycogenerationpasedon the 2020levelandassumingannualreductionby 2.2%,

A take into accountthe support systemfor high-efficiencygascogenerationin the entire forecastperiod and the end of the
supportsystemfor coalhigh-efficiencycogenerationin 2018,

A takeinto accountwork costoptimisationresultingfrom currentwork plans,amongother things,

A maintainproductioncapacitiesasa resultof replacementtype investments,

A takeinto accountdevelopmentinvestmentsfor whichconstructionwork hasbegun,

A adoptWACGQGor the projectionperiodat 7.56%.
Presentedbelowarethe keyassumptiondiavingimpacton estimatesof the usefulvalueof PGEEnergieOdnawialneS.A.:

A productionof electricityand property rightswasestimatedbasedon historicdataand expertestimatespreparedfor investment
purposesadjustedby the availabilityof units;

A recognitionof cashflows concerningcontractualpenaties and damagesawardedin disputeswith EneaS.A.and Energeh 6 N (i
S.A.in amountsresultingfrom the contractsor calculatedasthe differencebetweenthe contract pricesof property rightsand
marketprices;

A declinein property tax expensesrom 2019;

A maintainproductioncapacitiesasa resultof replacementtype investments,

A adoptWACGor the projectionperiodat 7.56%.

Thetestsdid not indicatethe necessityto recognisean impairmentlosson the sharesof PGEEnergiaOdnawialnaS.A.and PGEGIEKSA.
Therecoverablevalueof thesestakesexceedgheir bookvalueindicatedin thesefinancialstatements.
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Reversabf impairment of PGEh 6 NS AD shares

In previousreporting periods, PGES.A recognisecan impairmentlosson sharesin PGEh 6 NS Alamountingto PLN5,536million. The

reasortfor thisimpairmentlossin 2014wasdonationof the sharesof PGEDystrybucjes.Aasaresultof whichthe equity of PGEh 6 NSA
significantlydecreasedAfter the donation,the valueof PGEh 6 NSsAlshaeswasestimatedin line with IAS36 usingthe discountedcash

flowsmethod.

Keyassumptionaisedin the measuremenbasedon a projectionfor the periodfrom June2017to 2021were asfollows:

A WAC®f7.56%.

A Decreasén overallsalesvolumein 2021by approx.8%comparedto 2017.

A Increasdn wholesaleelectricity pricesin 2018anddeclinein 20192021.

A Correlationbetweenelectricity pricesin salesto retail customerswith wholesalepricesandimpacton their levelresultingfrom a

changein the obligaion to redeemproperty rightsaswell aschangesn the pricesof propertyrights.

Asaresultof the test, the valueof PGEh 6 NSAshareswasestimatedat PLN2,406million, in connectionwith which PGES.Ain 2017
recogniseda reversalof an exsting impairmentlossby PLNL1,289million, whichis describedn note 5.3to thesefinancialstatements A
sensitivityanalysisshowedthat the valuationis most sensitiveto changesn WACGand realisedpricesin electricity salesin specifictariff
groups mainlyin groupB. A 1ppincreasen WACGQGvould causea decreasen the valueof sharesby nearlyPLN287 million, whereasa 1pp
decreasen WACGQvould causeanincreaseby approx.PLN389million. Inturn, a 1ppincreaseor decreasen electricity salespriceswould
causeanincreaseor adecreasén sharevalueby approx.246million, respectively.

9.2 Sharesn other related parties

Asat Asat
December31,2017 December31,2016
PolimexMostostalS.A. 81 R
EnergopomiaBp.zo.o. 3
ElectroMobilityPolandS.A. 3 3
Total 84 6

OnJanuaryl8, 2017,PGES.A executedagreementsconcerningan equity investmentin PolimexMostostal S.A.("Polimex").A detailed
descriptionof the transactionis presentedin note 26.20f thesefinancialstatements.

10.Jointventures
During2017and2016,the Companydid not participatein anysignificanjoint venture.

Theaccountingprinciplesand additional notes constitute an integral part of 280f62
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11. Deferredtax in the statementof financialposition
11.1 Deferredtax assets

Asat Asat
December31,2017 December31,2016
Differencebetweentax valueandcarryingamountof financialliabilities 20 49
Differencebetweentax valueandcarryingamountof financialassets 21 5
Provisiongor employeebenefits 10 10
DEFERREIAXASSETS 51 64

The Companydoes not recognisedeferred tax asses related to the difference between tax value and carryingamount of sharesin
subsidiariesNegativetemporarydifferencesconnectedwith the recognitionof impairmentlosseson sharesin subsidiariesvould be PLN
3,781million, whichwould havea PLN718million impact on tax.

11.2 Deferredtaxliabilities

Asat Asat
Decembei31,2017 Decembei31,2016
Differencebetweentax valueandcarryingamountof property, plantandequipment 20 22
Differencebetweentax valueandcarryingamountof other financialassets 41 74
Other 3 1
DEFERRHERXLIABILITIES 64 97
AFTERFFSETOFBALANCERHE h at ! IDEFBRRERXISPRESENTRAS:
Deferredtax assets - -
Deferredtaxliabilities 13 33
12.Inventories
Asat December31,2017 Asat December31,2016
Historical Re_valuation Netvalue Historical Rgvaluation Netvalue
cost adjustments cost adjustments
CQ emissiorrights¢ trading portfolio - - - 37 8) 29
OtherCQ emissiorrights - - - 37 - 37
Energyoriginrights 2 - 2 10 - 10
TOTAUNVENTORIES 2 - 2 84 (8) 76
Yearended Yearended
Decembei31,2017 December31,2016
REVALUATIOADJUSTMENTH-INVENTORIEESATIJANUARY 8) 38
Fairvaluerevaluation of CQ emissiorrights 8 (46)
REVALUATIOADJUSTMENTH-INVENTORIEESATDECEMBER - 8)
13. Othercurrent assets
Asat Asat
Decembei31,2017 December31,2016

Receivablefom TGPGE 170 11
Advancepayments 32 39
VATreceivables 13 24
Other 5 7
TOTAL 220 81

PGES.A.is the representingcompanyin the tax group that includesthe Companyand majority of its subsidiariesFor principlesof
operationandsettlementshetweenthe companiepleaserefer to note 23 of thesefinancialstatements.

Advancegraymentsconsistmainly of fundstransferredto the subsidiaryPGEDomMaklerskiS.Afor the purchaseof electricity and gasof
PLN32millionin the currentreportingperiodascomparedto PLN38 millionin the comparativeperiod.

14.Cashand cashequivalents

Shortterm depositsare madefor different periods,from one dayup to onemonth, dependirgonthe/ 2 Y LJI ngetlfbacashandare
depositedat individuallyagreedinterestrates.

Cashin bankaccountshasedon variableinterestratesthe levelof whichdependson the intereston overnightbankdeposits
Thebalanceof cashandcashequivalerts comprisethe followingpositions:

Theaccountingprinciplesand additional notes constitute an integral part of 290f62
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Asat Asat
December31,2017 December31,2016

Caslon handandcashat bank 732 331
Overnightdeposits 1 1
Shortterm deposits 1,099 1,600
TOTAL 1,832 1,932
Interestaccruedon cashnot receivedat the reportingdate - @)
Exchangeélifferenceson cashin foreigncurrencies @) @)
Cashand cashequivalentspresentedin the statementof cashflows 1831 1,930
Undrawnborrowingfaciliiesasat DecembeB1 4,360 5,860

includingoverdraftfacilities 2,000 2,000

Adetaileddescriptionof creditagreementss presentedin note 19.1.3of thesefinancialstatements.

15.Equity

The objective of equity managementis to ensurea secureand effective financingstructure that takes into accountoperationalrisk,
investmentexpendituresandthe interestsof shareholders&nddebtinvestors Equitymanagementakesplacesat Grouplevel.

Inline with commonlyapplicablepracticesthe Companymonitorsits net debt to EBITDAatio at PGESrouplevel,asdescribedn note 20
to the consolidatedinancialstatements.Net debt is understoodasshort- andlongterm financialdebt (interestbearingcreditandloans,
bondsand other debt instrumentsaswell asfinanceleaseliabilities), lesscashand cashequivalentsand shortterm deposits.Restricted
cashisnot included in calculatinghet debt.

TheCompany'simis to maintainits investmentgradecredit ratings. In connectionwith an on-goinginvestmentprogramme,a gradual
increasein financialleverageis expectedasa result of whichthe Companywill be more closelyanalysinghe aboveratio. Thenet debt to
EBITDAatio isacentralelementof the Company'dinancialforecastsaandplans.

15.1 Sharecapital

Asat Asat
Decembei31,2017 Decembei31,2016
1,470,576,50@eriesA ordinarySharesvith anominalvalueof PLNLO.25each 15,073 15,073
259,513,500 eriedB ordinarySharesvith anominalvalueof PLNLO.25each 2,660 2,660
73,228,88&erieCordinarySharesvith anominalvalueof PLNLO.25each 751 751
66,441,94SerieD ordinarySharesvith anominalvalueof PLNLO.25each 681 681
Totalsharecapital 19165 19165

Allof the Company'sharesare paidup.

Atfter the reporting date and until the date of preparationof the foregoingfinancialstatementsthere were no changesn the valueof the
I 2 Y LJ stfagecagital.

Shareholderights - State Treasuryrightsconcerningthe / 2 Y LJI atiities
TheCompanys part of PGEsroup,for which StateTreasunholdsspeciakightsaslongasit remainsa shareholder.

Speciatightsof the StateTreasunthat are applicableto PGESroupentities derivefrom the Actof March18,20100n speciakightsof the

Minister of Energyand their performancein certain companiesand groups operatingin the electricity, oil and gaseousuels sectors
(Official Journalfrom 2016, item 2012). The aforesaidAct specifiesthe particular rights entitled to the Minister of Energyrelated to

companiesand groups operatingin the electricity, oil and gaseouduels sectorswhose property was disclosedwithin the register of

buildingsinstallations equipmentandservicesncludedin criticalinfrastructure.

Basedbn this actthe Minister of Energyhasthe right to objectto anyresolutionor legalactionof the ManagementBoardthat relatesto

the ability to disposeof apartof / 2 Y LJI pfopeRyawhichmayresultin threat to functioning,continuity of operationsand integrity of

criticalinfrastructure.

Theobjectioncanalsobe expressedgainstanyresolutionadoptedthat relatesto:
A Liquidationof the Company,
Changesf the useor discontinuancef exploitationof the/ 2 Y LJI agset@Richisa componentof criticalinfrastructure,
Changen the scopeof activitiesof the Company,
Saleor leaseof the enterpriseor its organisedoart or establishmenbf legalrestrictions,
Approvalof operationalandfinancialplan,investmentplan,or longterm strategicplan,
Movementofthe/ 2 Y LJI sgadabrdad,

> >y > D>y >
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if the enforcementof sucha resolutionwould resultin anactualthreat to functioning,continuity of operationsandintegrity of the critical
infrastructure.Theobjectionis expressedn the form of anadministrativedecision.

15.2 Reservecapital

Reservecapital resultsfrom statutory allocationof profits generatedin previousreporting periods,from surplusof profit distribution in
exces®f the valueof statutory allocationsaswell asfrom mergerof PGES.Awith its subsidiaries.

Accordingo reguationsof the CommercialCode joint stockcompaniesare obligedto createreservecapitalto coverpotential lossesAt
least 8% of the profit for the reporting year recognisedn the separatefinancial statementsof the Companyis transferredto reserve
capital, until this reservecapitalamountsto at leastone third of sharecapital. Thepart of reservecapitalwhich amountsto one third of
share capital can only be usedto cover lossesrecognisedin the separatefinancial statementsand cannot be distributed for other
purposes.TheGeneraMeetingdecideson the useof reservecapitalandother capitalreserves.

Reserveapitalsubjectto distributionto shareholder@amountedto PLNB,940million asat Decembe31,2017,andPLN7,342million asat
December31,2016.

15.3 Hedgingeserve

Changen the revaluationreserveconcerningcashflow hedgeaccountingmplemented:

Yearended Yearended
Decembei31,2017 Decembei31,2016
ASATIJANUARY 149 a7)
Changean hedgingreserve,including: (48) 205
Deferralof changesn fair valueof hedgindinancialinstrumentsin the part considerecas
; (218) 313
effectivehedge
Accruedntereston derivativesransferredfrom hedgingreserveandrecognisedin 4 )
interestexpense
Currencyevaluationof CCIRBansactiortransferredfrom hedgingreserveand
) 8 ) 166 (107)
recognisedn the resulton foreignexchangelifferences
Ineffectiveportion of changesn fair valueof hedgingderivativesrecognisedn profit or ) @
loss
Deferredtax 9 (39)
HEDGIN®ESERVECLUDINGEFERRHEAX 110 149

15.4 Retainedearningsandlimitations on paymentof dividend
Retainedearningswhichare not subjectto distributionareamountsthat cannotbe paidin the form of dividends.

Asat Asat
December31,2017 December31,2016
Retainedearningsot subjectto distribution- profits/ lossegecognisedn other @) @
comprehensivéncome
Retainedearningssubjectto distribution 4,544 1,598
TOTAIRETAINEBEARNINGBRESENTHRTHESTATEMENJIFFINANCIAROSITION 4541 1,594

Forinformation regardinglimitations of dividendpaymentsfrom reservecapitalpleaserefer to note 15.20f thesefinancialstatements As
at Decembei1,2017there wereno other restrictionson dividendpayments.

Theaccountingprinciplesand additional notes constitute an integral part of 310f62
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15.5 Earningger share

Duringthe current andcomparativereportingperiodthere wasno dilutive effect on earninggper share.

Yearended Yearended

Decembei31,2017 December31,2016
NETPROFIT 4544 1,598
NETPROFIATTRIBUTABI®ORDINAREQUITHOLDERSFTHECOMPANYSED 4544 1598
TOCALCULAHARNINGBERSHARE ’ '
Numberof ordinarysharesat the beginningof the reporting period 1,869,760829 1,869,760829
Numberof ordinarysharesat the endof the reporting period 1,869,760829 1,869,760829
gf;i?ggggéﬁiiiUMBER)FORDlNAR$HARESSED’OCALCULATE 1869760829 1869760829
NETPROFIANDDILUTEDETPROFIPERSHARENPLN) 243 0.85

15.6 Dividendspaid andrecommendedor payment
Dividendfrom 2017 profit

During2017anduntil the date of preparationof thesefinancialstatementsthe Companymadeno advancgpaymentsof dividends.

OnMay 11,2017the Company'sMlanagementBoarddecidedto changeits dividendpolicy.In light of the needto financean ambitious
growth programmeandwith a view towardsreducingdebt growth, the Company'sManagementBoardrecommendedhe suspensiorof
dividendsfrom profit for years2016,2017and2018.

After this period, the Company'dvlanagementBoardintendsto recommendto the GeneralMeeting dividendpaymentsto shareholders
amountingto 40-50% of consolidatednet profit attributable to the parent's shareholdersadjusted for impairment of tangible and
intangibleassets.

The paymentof eachdividendwill depend particularly on the overalllevel of the Company'siebt, expectedcapital expendituresand
potentialacquisitions.

Dividendfrom 2016profit
In line with the updated DividendPolicy,on June27, 2017 the GeneralMeeting of PGES.A.adopteda resolutionto transferthe entire
profit generatedn 2016(PLNL,598million) to the Company'seservecapital.

16. Provisions
Thecarryingamountof provisiongs asfollows:

Asat Decembei31,2017 Asat Decembel31,2016
Non-current Current Non-current Current
Postemploymentbenefits 20 2 20 2
Jubileeawards = - 2 -
Employeéhonusesandother employeerelated - 24 - 28
Other - 7 - -
TOTAIPROVISIONS 20 33 22 30
Theaccountingprinciplesand additional notes constitute an integral part of 320f62
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Changesn provisions

Employee
Post Jubilee bonu[;eéand
employment Other Total
benefits awards other employee
YearendedDecember31,2017 related
ASATJANUARY, 2017 22 2 28 - 52
Benefitspaid/ Provisionsised - 2) (26) 3) (31)
Provisiongecognised - - 30 3 33
Otherchanges - - (8) 7 (2)
ASATDECEMBERL, 2017 22 - 24 7 53
Employeebonuses
Post—empl(_)yment Jubileeawards  and Eth)ér employee Total
YearendedDecember31,2016 benefits related
ASATJANUARY, 2016 21 2 32 55
Benefitspaid/ Provisionsised 1) - (24) (25)
Provisiongeversed - - (10) (10)
Provisiongecognised - 29 29
Otherchanges 2 - 1 3
ASATDECEMBERL, 2016 22 2 28 52

Basedon information receivedfrom the actuary,the Companyestimatesthat the influenceof changesn assumptionson the value of
provisiongfor postemploymentbenefitswould be asfollows:

A shouldthe discountrate be higherby 1 percentagepoint (p.p.),the provisionwould decreaseby PLN2 million, and shouldthe
discountrate be lower by 1 p.p., the provisionwould increaseby PLN3 million.
A shouldthe growth ratesbe higherby 1 p.p., the provisionwould increaseby PLN3 million, and shouldthe rates be lower by 1
p.p.,the provisionwould decreaseby PLN2 million.

17.

Postemploymentbenefits

Theamountof provisionsfor postemploymentbenefitsrecognisedn the financialstatementsresultsfrom the valuationpreparedby an

independentactuary.

Thecarryingamountof provisiongor employeebenefits:

Asat December31,2017

Asat December31,2016

Non-current Current Non-current Current
Retirement pensionandpostmortem benefits 1 1 1 1
Energytariff 8 1 8 1
SociaFund 7 - 7 -
Medicalbenefits 4 4 -
TOTAIEMPLOYBBENEFITS 20 2 20 2
18. Other non-financialliabilities
Themaincomponentf nonfinancialliabilitiesasat respectivereportingdatesare asfollows:
Asat Asat
Decembei31,2017 December31,2016
Taxon sharecapitalincrease - 110
Liabilitiesdueto settlementsin the taxgroup 25 18
VATliabilities - 19
Other 5 7
TOTAIOTHERIABILITIES 30 154

PGES.Alsthe representativeentity in its tax group, which coversthe Companyand most of its subsidiariesRulesregardirg settlements
betweencompaniesre describedn note 23 of thesefinancialstatements.

Theaccountingprinciplesand additional notes constitute an integral part of
the financialstatements.
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EXPLANATORYOTES OFINANCIAINSTRUMENTS

19. Financialnstruments
19.1 Descriptionof significantitemswithin particular classe®f financialinstruments
19.1.1 Tradeand other financialreceivables

Asat December31,2017 Asat December31,2016
Non-current Current Non-current Current
Tradereceivables - 758 - 523
Bondsacquired 10912 130 8,751 21
Castpoolingreceivables - 134 - 628
Loangranted 928 1614 97 -
Depositswith maturity over3 months - - - 2,299
Otherfinancialreceivables - - - 3
TOTAIEINANCIARECEIVABLES 11,840 2,636 8,848 3474

Tradereceivables

Tradereceivableof PLN758million relate mainlyto the saleof electricityand servicego subsidiariesn PGESroup. Asat December31,
2017 the balanceof the three mostimportant debtors,i.e. PGEh 6 NSAIPGESIEKS.Aand PGEDystrybucjeS.A. accountedfor 78%of
total tradereceivables.

Additionalinformationrelatingto trade receivabless presentedn note 20.5.10f thesefinancialstatements.

Bondsacquired

Asat December31,2017 Asat December31,2016
Non-current Current Non-current Current
BONDRCQUIREBISSUER
PGEGIEKS.A. 9,685 94 7,236 7
PGEEnergicDdnawialngs.Aandits subsidiaries 1,227 36 1,426 14
AutostradaWielkopolskes.A. - - 89 -
TOTAIBONDRCQUIRED 10912 130 8,751 21

PGES.A.acquiresbonds issuedby entities belongingto PGEGroup. Cashobtained from the issue of bondsis used for financing
investmentsyepaymentof financialliabilitiesaswell asfor financingcurrentoperations.

FromJanuan, 2018all transacticmsare on marketterms.

Bondswith maturities not exceedingl2 months from the reporting date are classifiedas current assets,while bondswith maturities
exceedindl2 monthsfrom the reportingdate are classifiedasnon-currentassetshoweverthis clasgfication dependsnot only on maturity
but alsoon the Company'sntentionswith regardto roll-over.

Intra-group bonds maturing in under one year that are expectedto be rolled over are classifiedas non-current instruments. This
classificationmeflectsthe characterof cashmanagementn mid- andlong-term.

Thefinal bond buybackdeadlineis 2025for PGEGIEKS.Aand2020for PGEEnergisDdnawialneS.A.

As describedin note 5.3, applyingthe prudent measurementprinciple and basedon conductedanalysis the bonds of Autostrada
Wielkopolsk&s.Awerefully coveredby animpairmentloss.

Caslpoolingreceivables

In2014,in orderto centralie the managemenbf financialliquidity in PGESroup,agreementdor real cashpoolingservicesvere executed
between16 companiesof PGEGroupand eachbankseparatelyj.e. with Powszechn&aseh & T O tBRnkPblskiS. Aand PolskaKasa
OpiekiS.A.PGE S.A coordinatesthe cashpoolingservicein PGEGroup. Thismeans,amongothers,that certain entities settle with the
Companyandthe Companysettleswith banks.In connectionto the above,balanceswith related partiesparticipatingin cashpoolingare
reportedin financialreceivablesindfinancialliabilitiesof PGES.A.

Theaccountingprinciplesand additional notes constitute an integral part of 340f62
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Loansgranted
Asat December31,2017 Asat December31,2016
Non-current Current Noncurrent Current

LOANSSRANTEPBORROWER

PGEEnergid A $3.80 | 542 1.614 - -
PGBystrybucjés.A. 243 - - -
PGESystemys.A. 106 - 80 -
PGEEJL sp.zo.0. 21 - - -
PGHTradingGmbH 12 - 13 -
Bestgunsp.zo.0. 4 - 4 -
TOTAILOANSSRANTED 928 1.614 97 -

Excepfor PGEEnergid A S3.& e final repaymentdeadiineis 2020-2021.

Theissueof loansfor PGEEnergid A Siddéstribedn note 26.1to thesefinancialstatements Therepaymentdeadlinefor theseloansis

setas20182019.
Depositswith maturity over 3 months

Asat Decembe1,2016the Companyecogniseslepositswith amaturity over3 monthsat the total amountof PLN2,299million.

19.1.2 Derivativesand other assetsmeasuredat fair valuethrough profit or loss

Allderivativesarerecognise inthe/ 2 Y LJ fifadcldtatementsat fair value.

Asat December31,2017

the financialstatements.

Recogniseth profit REBEIEEL T
9 P comprehensive Assets Liabilities
orloss income

DERIVATIVES FAIRVALUHHROUGRROFIDRLOSS
Commodityforwards 46 = 54 -
Currencyforwards (20) - - 19
IRShedges 15 - - 8
Options 17 - 24 -
HEDGIN®ERIVATIVES
CCIRBedges (168) (19) 44 -
IRShedges ®3) (29) 98 5
OTHERSSETSTFAIRVALUHHROUGRROFIDRLOSS
Investmentfund participationunits - - 50 -
TOTAIDERIVATIVESNDOTHERECEIVABLESBRRIED
ATFAIRVALUEHROUGRROFIDRLOSS (= G 2y &2

norcurrent 216 5

current 54 27

Asat Decembei31,2016
o ) Recognisedh other
Recognisedh profit comprehensive Assets Liabilities
or loss income

DERIVATIVES FAIRVALUHHROUGIRROFIDRLOSS
Currencyforwards (5) - 1 -
Commodityforwards (5) - 8 -
IRSransactions 3 - - 23
HEDGINGERIVATIVES
CCIRBedges 49 79 231 -
IRShedges 1) 126 125 -
TOTAIDERIVATIVES 41 205 365 23

non-current 356 23

current 9 -

Theaccountingprinciplesand additional notes constitute an integral part of 350f62
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Commodityand currencyforwards
Commodityandcurrencyforward transactiongnainlyrelateto tradein CQ emissiorallowances.
IRSransactions

Inthe presentand previousreporting periods,the Companyexecuted? IRSransactiondo hedgeinterestrateson credit facilitiestotalling
PLNb,130million. TorecognisetheselRSransactionsthe Companyuseshedgeaccounting Theimpactof hedgeaccountingon equity is
presentedn note 15.3to thesefinandal statements.

In 2014,PGES.A.concludediwo IRStransactionshedgingthe interest rate on issuedbonds with a nominalvalue of PLN1,000million.
Paymentsarisingfrom IRSransactionsare correlatedwith interest paymentson bonds.Changedn fair value of IRSransactionsare fully
recognisedn profit or loss.

CCIR8edges

In Juneand August2014, in connectionwith loansreceivedfrom PGESwedenAB (publ) disclosedin note 19.1.3of these financial
statements,PGES.A.concludedCCIR®ansactions,hedgingboth the exchangerate and interest rate. In these transactions banks-
counterpartiespay PGES.A.interest basedon a fixed rate in EURand PGES.A paysinterest basedon a fixed rate in PLN.Thenominal
value,paymentof interestandrepaymen of nominalvaluein CCIR8ansactionsare correlatedwith the relevantconditionsarisingfrom
loanagreements.

Torecognisethese CCIR8ansactionsthe Companyuseshedgeaccounting.Theimpact of hedgeaccountingon equity is presentedin
note 15.3to thesefinancialstatements.

Options

OnJanuany20, 2017PGES.A purchaseda call option to purchasesharesof PolimexMostostalS.Afrom Towarzystwd-inansoweSilesia
Sp.z 0.0. Theoption wasvaluedusingthe BlackScholesnethod. Theoption exercisedeadlinesare: July30, 2020,July30, 2021and July
30,2022.

Investmentfund participation units

OnNovemberl5,2017the Companypurchasedparticipationunitsfrom PGETFIS.Ain three subfunds. Thevalueof theseunitsasof the
reportingdate wasPLN50 million.

Presentecbelowarethe termsof the derivativeinstrumentsandother assetscarriedat fair valuethrough profit or loss.

Asat December31,2017 Asat December31,2016
Valuein Instrument's Valuein Instrument's
financial nominalvalue financial nominalvalue .
statementsin in original statementsin in original Maturity
PLN currency PLN currency
Currencyforward - EUR - - 1 17 by Januan2018
Commodityforward saleEUA- EUR 54 763 8 9 by March2020
Commodityforward purchaseEUA- EUR 194 - by March2020
514 514 by June2019
CCIRSEURoO PLN 44 231

144 144 by July2029
IRS interestrate PLN 98 8630 125 3630 by Septembei2023
1,000 1,000 byDecember2027
Options 24 6 - - by July2022
Investmentfund participationunits 50 50 - - n/a

FINANCIAASSETS 270 - 365 -
Currencyforward - EUR 19 193 - 1 by March2020
. 500 - - byDecember2027
IRS- interestrate PLN 13 1,000 23 1,000 by June2018

FINANCIALIABILITIES 32 - 23 -

Theaccountingprinciplesand additional notes constitute an integral part of 360f62
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19.1.3 Loansporrowings,bonds,cashpooling

Asat Decembei31,2017 Asat Decembei31,2016
Noncurrent Current Noncurrent Current

Creditliabiliies 5,019 129 5,020 127
Loangeceived 2,695 59 2,858 80
Bondsissued - 1,000 976 24
Castpoolingliabilities - 576 - 473
TOTAILOANSBORROWINGBONDRNDCASH

POOLING 7,714 1,764 8,854 704

TheCompanyecognisedoansof EURS60million (PLN2,754million) from subsidiaryPGESwederAB(publ).
In 2014,PGES.A.and PGESwedenAB (publ) establisheca EuroMedium TermNote Program,in which PGESwedenAB (publ) mayissue

Eurobondsip to EUR2 billion with a minimummaturity of 1 year.In 2014,PGESwedenrAB(publ)issuedEurobondsn the total amountof
EUR638million. Thesubsidianallocatedthe fundsraisedunderthis programto grantaloanto its parentcompany.

In addition to the above mentioned financing,the Companyhas the abilty to financeits own operationsthrough two bond issue
programs:

A The bond issue program for the amount of PLN 5 billion directed towards investors from the Polish capital market. In 2013,the
first non-publicissuanceof 5-yearbondsunder this programtook place,the couponbearerbondswith a variableinterest rate.
Thenominalvalueof the issuewasPLNL hillion andthe maturity of the bondsis June27,2018.0n August29, 2013, the bonds
were floated in the Alternative TradingSystemorganisedby BondSpotS.AandD A SIRLIA § NN 2 T Guveaszaviek
S.A(WarsawStockExchange).

A Abondissueprogramfor the amountof PLN5 billion dedicatedto entitieswithin PGESroup.

A On December 17, 2014, PGE SA. signed the Loan Agreement in the amount of PLN 1,000 million with Bank Gospodarstwa
Krajowego with amaturity date of December 31, 2027. Asat Decembei31,2017,the Companyusedall availablecredit.

A On September 7, 2015 the Company concluded along-term loan agreement with a syndicate of banks composed of: BNPParibas
SA.{ 2 ODSYS BA BahkHandlowyw WarszawieS.A.,ING Bank| f NSA,Bank ZachodniWBKS.A.,mBankS.A.,
Powszechn&asah & 1 O1 t BankRolski$ A and BankPolskaKasaOpiekiS.A.Subjectmatter of the agreementis grantinga
loanin two parts,i.e. term loan facility and revolvingloan facility. Asat December31, the Companyusedall of the term loan
facility of PLN3,630million whichfallson Septembei30,2023.

Therevolvingloanfacility of up to PLNL,870million andfallingon April 30,2019is available but not usedby the Company.

A On December 4, 2015 the Company signed the Loan Agreement in the amount of PLN 500 million with Bank Gospodarstwa

Krajowego SA. with the maturity date of December 31, 2028. Asat Decembei31,2017,the Companyusedall availablecredit.
Additionally,on October27,2015,the Companyconcludedwo loanagreementswith the EuropearinvestmentBankfor the total amount
of nearly PLN2 billion. Theamountof PLNL.5 billion, obtainedon the basisof the first of the two agreementswill be used for projects
relatingto the modernisationand developmentof distribution grid. Thefunds from the secondagreement,i.e. the remainingPLN490
million, will be usedto financeand refinancethe constructionof cogenerationunits D 2 NicsHEandw i § aGHP Bhefundsshallbe
repaidwithin 15yearsfrom the date of the lasttranche.Asat Decembe31,2017 the Companydid not usethesecreditlines.

Thevalueof overdraftfacilitiesatthe/ 2 Y LJ di§gosaBmountedto PLN2,000million asat Decembe31,2017andasat Decembei3l,
2016. Theaforesaidoverdraftfacilitiesfallson Frebruary2018.Currently the Companys workingon extendingthesedeadlines.

In 2017andafter the reporting periodthere were no casef default of repaymentor violation of other termsof creditagreements.

Thelaunchof real cashpoolingis describedn note 19.1.10f thesefinancialstatements.
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Currencyposition andinterest
Asat December31,2017

Currency Referencerate Valuein currency Valuein PLN Finalrepaymentdeadline
Variable 3,647 3,647 September2023
Variable 1,001 1,001 December2027
. indefinite program,maturity date of the
PLN VNI U Lok tranchei52ue?§ Jun92018ty
Variable 500 500 December2028
Variable 576 576 5-yearprogramme
Fixed - -
TOTAIPLN 6,724 6,724
Variable - -
EUR Fixed 515 2,147 June2019
Fixed 145 607 July2029
TOTALEUR 660 2,754
TOTAILOANSBORROWINGBONDSCASHPOOLING 9,478
Asat December31,2016
Currency Referencerate Valuein currency Valuein PLN Finalrepaymentdeadline
Variable 3,646 3,646 September2023
Variable 1,001 1,001 December027
LN Variable 1000 1000 et et
Variable 500 500 December2028
Variable 473 473 5-yearprogramme
Fixed - -
TOTAIPLN 6,620 6,620
Variable - -
EUR Fixed 515 2,277 June2019
Fixed 145 643 July2029
Fixed 4 18 June2017
TOTALEUR 664 2,938
TOTAILOANSBORROWING8B8ONDSCASHOOLING 9,558

Thefollowingtableillustrateschangesn interestbearingdebt in the yearsendedDecembe31,2017and2016:

YearendedDecember3l, YearendedDecember31,
2017 2016

ASATJANUARY 9,558 5471
CHANGEN OVERDRAFTS - -
CHANGIEN CASHPOOLINGIABILITIES 103 (684)
CHANGHEN OTHER.OANSBORROWINGSNDBONDSIncluding: (183) 4,771
Drawnloansandborrowings/ issuedbonds - 4,648
Accruedinterest 215 138
Repaymenbf loansandborrowings/ redemptionof bonds (232) (123)
Exchangelifferences (166) 108
ASATDECEMBER 9,478 9,558

19.1.4 Otherfinancialliabilities measuredat amortisedcost

Asat December31,2017

Asat Decembei31,2016

Nonrcurrent Current Non-current Current
Tradepayables - 673 - 184
Futurepaymentgto PolishNationalFoundation 23 3 - -
Other - 6 - 5
TOTAIOTHERINANCIALIABILITIES 23 682 - 189

Tradepayables

Tradeliabilitiesrelate mainlyto purchaseof electricityandgas.

Theaccountingprinciplesand additional notes constitute an integral part of
the financialstatements.
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19.2 Fairvalueof financialinstruments

Thebookvalueof financialreceivablesand payablescarriedat amortisedcost, exceptfor loansfrom PGESwedenAB (publ), constitutesa
rationalapproximationof their fair value.

In the caseof loansreceivedfrom PGESwedenAB (publ), PGES.A estimatestheir fair valueat PLN2,862million (ascomparedto PLN
2,754million of the carryingamount). Thefair valuewasdeterminedusingthe estimatedcredit risk of PGES.Allt is Level2 of fair value
hierarchy.

19.3 Fairvaluehierarchy
Inventories

Duringthe reporting period the Companyheld CQ emissionallowancesa part of whichwaspurchasedn order to benefit from market
price swings.Thispart of the emissionallowancess recognisedn inventoriesat fair valuelesscostsof disposal Fairvalueis basedon the
marketquotations(Levell).

Derivatives

The Companymeasuresderivativesat fair value usingvaluationmodelsfor financialinstrumentsbasedon publicly availableexchange
rates, interest rates, discountcurvesfor currencies(valid also for commaodities,pricesof which are denominatedin those currencies)
derived from active markets. The fair value of derivativesis determined basedon discountedfuture cashflows from transactions,
calculatedon the differencebetweenthe forward rate and transactionprice. Fomard exchangeates are not modelledas separaterisk
factors,but arederivedfrom the spotrate andappropriateforward interestrate for foreigncurrenciesn relationto PLN.

In the categoryof financialassetsand financialliabilities at fair valuethroughprofit or loss,the Companypresentsfinancialinstruments
relatedto greenhousegasesmissionrights ¢ currencyand commodityforwardsand IRShedgingtransactionchangingvariableinterest
rate in PLNo fixedinterestrate in PLN(LevelR).

In addition,the CompanypresentsCCIR8erivativethat hedgedoreignexchangeate andinterestrate (LeveR).

FAIRVALUEHIERARCHY Asat December31,2017 Asat December31,2016
Levell Level2 Levell Level2

CQ emissiorallowances - - 29 -
Inventories - - 29 -
Currencyforwards - - - 1
Commaodityforwards - 54 - 8
Measuremenbf CCIR8ansactions - 44 - 231
Measuremenbf IRSransactions - 98 - 125
Options - 24 - -
Fundparticipationunits - 50 - -
Financiabssets - 270 - 365
Currencyforwards - 19 - -
Measuremenbf IRSransactions - 13 - 23
Financialiabilities - 32 - 23

Duringthe current and comparativereporting periods,there havebeen no transfersof financialinstrumentsbetweenthe first andthe
secondevelof fair valuehierarchy.

Inventoriesare describedin note 12 of these financial statements,whereasderivativesare presentedin note 19.1.20f thesefinancial
statements.

Financiainstrumentsnot quoted on active markets,for which fair value cannotbe edimated reliably

PGES.Aholdssignificantamountof sharesn entitiesnot quoted on activemarkets.Forsharedn entitiesthat are not quoted on the stock
exchangethere is no activemarketnor isthere a possibilityto usemeasurementechniqueghat will givereliablevalues Theseassetsare
measuredat purchasepriceslessimpairment.

19.4 Collateralfor repaymentof receivablesandliabilities

The Companyusesa variety of collateraland its combinations.The most frequently used are executionstatements. Additionally,the
Companysesthe power of attorneyto the bankaccountsand assignmenbf receivablesAsarule, thereisno collateralon & dzo & A RA | NA& S &
liabilitiestowardsPGES.A.

As at December31, 2017 and December3l, 2016,/ 2 Y LJ- abget€sde not encumberedas collateral for the repaymentof the
[ 2 Y LJ! lighéit@sand contingentliabilities.

Theaccountingprinciplesand additional notes constitute an integral part of 390f62
the financialstatements.
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19.5 Statementof comprehensiveancome
Thetable below presentsthe combinedeffect of the variouscategoriesof the financialinstrumentson the financeincome
andfinancecosts.

Hedging Deriyativesmeasurec s NG ' Fir_1_a_ncia|

derivatives EHELT va_lluethrough ez subsidiaries  receivables I|ab|I-|t lesat 1SS
YEARENDEDECEMBERL, 2017 profit or loss amortisedcost
Dividends - - - 2,872 - - 2,872
Interestincome/ (costs) 4) - 62 - 306 (322) 42
Exchangelifferences (166) - 4) - ) 168 4)
Revaluatiorof financial
instruments/Reersalof impairment - 63 - 1,289 - - 1,352
allowances
Revaluatiorof financialinstruments
/Recognitionof allowances @ ) ) ey () ) ()
TOTAIPROFIT(LOSS) (171) 63 58 3,997 216 (154) 4,009

Hedging Deri\{atives*neasurec Sharesn Loansand . Fir)g_ncial

derivatives atfair vz_aluethrough Cash subsidiaries  receivables Ilabll.lt lesat TOTAL
YEARENDEDECEMBERL, 2016 profit or loss amortisedcost
Dividends - - - 1,063 - - 1,063
Interestincome/ (costs) (59) 17) 16 - 235 (149) 26
Exchangelifferences 107 - 11 - 3 (108) 13
Revaluatiorof financial
instruments/Reersalof impairment - 20 - - 89 1 110
allowances
Revaluatiorof financialinstruments
/Recognitionof allowances ) (10) ) (23) ) ) (33)
TOTAIPROFIT(LOSS) 48 @) 27 1,040 327 (256) 1,179

20.0bjectivesand principlesof financialrisk management

Themain goalof financialrisk managemeniat PGEGroupis to supportthe processof creatingvaluefor shareholdersandto implement
businessstrategiesof the Groupthrough maintainingthe financialrisk at the level acceptablefor the GroupmanagementResponsibility
for managindinancialrisklieswith the ManagementBoardof PGES.A TheManagementBoardspecifiesisk appetite, understoodasan
acceptabldevelof deteriorationof PGESroup'sfinancialresults,takinginto considerationits currentand plannedeconomicandfinancial
situation. TheManagemenBoardalsodecidedon the allocationof riskappetiteto specifidbusinessreas.

The organizationof a function of financial risk managementis basedon the principle of independenceof an entity responsiblefor
measurementand control of risk vs businesentities (risk owners)responsiblefor takingand managinghe risk on an ongoingbasis.Risk
reportsare submitteddirectlyto the RiskCommittee Audit Committeeandthe ManagemenBoardof PGES.A.

TheCompanyhasa RiskCommitteethat exerciseversightof the financialand corporaterisk managemeniprocessat PGEGroup.The
RiskCommitteemonitors exposurelevels,setslimits for significantfinancialrisks,acceptsmethodologiesn financialrisk resultingfrom
trade andfinanceactivities,permitsexpansion®f activitiesin new businessareasandmakeskeydecisionsegardingiskmanagement.
Financiatiskis managedat Grouplevelasawhole,with the Companyhavinga leadingrole, beinga centreof competencen this area,and
managingthe processin an integratedmanner. Exposurego risk generatedby businessareasare examinedon a comprehensivebasis,
takinginto accountinterdependenciesthe possibilityof usingnatural hedgingeffectsand the overallimpacton PGEGroup'srisk profile
andfinancialsituation.

Thefinancialriskmanagementnodelincludes:

A collectionandconsolidatiorof dataon exposureto particularcategoriesof financialrisk,
A calculationof Valueat-Riskand Profit-at-Riskfor specificriskfactorsand overallfor all riskfactors;
A managemenbfthe PGED N2 dzhrdébBdatedexposurein relationto capitalat riskandrisklimits establishecbasedon it
(includingthe identification andimplementationof hedgingstrategies).
In keyareasof financialrisk, the Companyhasimplementedinternalregulationsfor managingheserisks.
TheCompanysexposedo avarietyof financialrisks:

A marketrisk(commodityrisk,interestrate risk,currencyrisk);
A liquidity risk;
A creditrisk.
TheCompany'&xposureto specificfinancialrisksdependson the scopeof activitiesin commodityandfinancialmarkets.

Theaccountingprinciplesand additional notes constitute an integral part of 400f 62
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20.1 Marketrisk
Market riskcoverscommodityrisk, interestrate risk, currencyrisk.

The mainobjectiveof managingnarketriskisto retain a levelof riskresultingfrom trade andfinanceactivitiesat an acceptabldeveland
to supportbusinesstrategyandmaximisatiorof the Group'svaluefor shareholders.

TheCompany'proceduresor managingspecificmarketriskcategoriesn trade andfinanceactivitiesspecifythe following:

A objective,scopeandrulesfor managingisk;

A responsibilityfor managingisk;

A managementindoperationalprocessesvithin riskmanagementn trade activitieson electricitymarketsandelectricproduct
marketsandasregardsfinanceactivities;

A waysof identifyingsourcesof exposureto risk;

A methodsfor measuringagndmonitoringexposureso risk;

TheCompany'snarketriskmanagementulesalsospecifywaysto setriskappetite, limit exposuredo marketrisk basedon Profit-at-

RiskandValueat-Riskandmechanismdor limiting riskwhenlimits are exceeded

20.1.1 Commodityrisk

Commodityriskisrelatedto the possibilitythat financialresultsdeteriorateasaresut of changesn commodityprices.
TheCompany'sxposurego commodityriskmainlyconcernghe followingcommoditymarkets:

A electricity;

A CQ emissiorallowances

A naturalgas

TheCompanyhasa strategyfor hedgingkey exposuresn trading electricity and related productsover a 5-yearhorizon. Thelevel of
hedgingfor an open positionis set taking into accountrisk appetite, resultsof monitoring the risk of electricity and related product
prices, liquidity of specificmarkets as well as the financial situation of the Companyand the Group and the Group's strategic
objectives

20.1.2 Interestrate risk

Interestrate riskisrelatedto the possibilitythat financialresultsdeteriorateasaresultof changesn interestrates.

The Companyis exposedto interest rate risk asa result of financingtheir operatingand investmentactivitieswith interest bearing
financingat variableinterest rates, mainlyin the form of credit facilities,loansand bondsissuedin domesticor foreign currencyand
throughinvestmentdn financialassetsat variableinterestrates.

TheCompanycontrolsinterest rate risk through a systemof limits relatingto the maximumpotential lossdue to changesn interest
rates.Theinterestrate riskmeasureis basedon the Valueat Riskmethodobgy.

Moreover,the Companysetsout hedgingstrategiesfor interest rate risk usinghedgingratios subjectto approvalby PGES.A.'sRisk
Committeeand ManagementBoard. The hedgingstrategyand level of interest rate risk are subjectto monitoring and are regularly
reportedto the RiskCommittee.

The Companyexecutesderivative transactionsconcerninginstruments that are basedon interest rates only in order to hedge
identified risk exposuresRegulationsapplicableto PGEGroupdo not permit derivativetransactionsbasedon interest rates for the
purposesof speculativetransactionsthat would be intendedto generateadditional earningsresultingfrom changesn interest rates
while exposinghe Companyto ariskof potentiallosses.

Bondsissuedin the amountof PLNL billion underthe Bondsissueprogramof PLNS5 billion that wasdescribedn note 19.1.30f these
financial statements, are interestbearing bonds at a variable rate in PLN.Paymentsrelating to those bonds are hedgedby IRS
transactionsgdescribedn note 19.1.2.

Loansreceivedfrom a subsidiary® GESwedenAB (publ) are interest bearingloansat a fixed interestrate in EURPaymentdor these
loansare hedgedby CCIR8ansactiongdescribedn note 19.1.2.

In addition,the Companyholdslongterm bankcredit of PLNL.5 billion underthe termsof CreditAgreemens signedon Decemberl?,
2014and December, 2015respectivelywith BankGospodarstwarajowegoand syndicatedoan (term loan facility tranche)of PLN
3,630 million underthe terms of CreditAgreementsignedon September7, 2015. Thesecredit facilitiesare basedon variableinterest
ratesin PLNPaymentselatedto bankcreditsare hedgedwith IRShedgeinstruments,describedn note 19.1.2.
TheCompany'&xposureo interestrate riskandconcentrationof this riskby currencies

Theaccountingprinciplesand additional notes constitute an integral part of 410f62
the financialstatements.



PGES.A separatefinancial statementsfor 2017

in accordancewith IFREU(in PLNmillion)

T fint ¢ Asat Asat
ypeotinteres Decembe31,2017 Decembei31,2016
Fixed > -
o ) PLN .

Derivatives assetexposedo interest Variable 122 125
rate risk EUR Fixed - N
Variable 98 240
PLN Fixed 15,185 12,611
Loanggranted,bondsacquiredandcash Variable 311 1,010
exposedo interestrate risk EUR Fixed 55 18
Variable = 89
PLN Fixed > -
Derivatives; liabilities,exposedo Variable (13) (23)
interestrate risk i S -

EUR F|x§d
Variable (19) -
PLN Fixed > -
Loansreceived bondsissuedexposedo Variable (6,724) (6,620)
interestrate risk Fixed (2,753) (2,938)

EUR .

Variable - -
PLN Fixed 15,185 12,611
Net exposure Variable (6,304) (5,508)
P CUR Fixed (2,698) (2,920)
Variable 79 329

Interestrateson variableinterest rate financialinstrumentsare updatedin periodsshorterthan one year. Interestrateson fixed interest
rate financialinstrumentsare fixed throughoutthe whole period until maturity of theseinstruments.

20.1.3 Currencyrisk

Currencyriskisrelatedto the possibilitythat financialresultsdeteriorateasa resultof changesn currencyprices.
Themainsourcef exposureo currencyriskare presentedbelow:

Themainsourceof exposureo currencyriskare presentecbelow:

A loansandborrowingsdenominatedn foreigncurrencies;

> >y > > > >

saleof electricitydenominatedn foreigncurrenciegexport);
feesdenominatedn or indexedto foreigncurrencieselevantto purchaseof transmissiorcapacities;
salesandpurchase®f CQ emissiorrightsandgasdenominatedn or indexedto foreigncurrencies;
financialassetswith depositcharacteristicelenominatedn foreigncurrencies,

foreignsubsidiaries

other operatingflows denominatedn or indexedto foreigncurrencies

TheCompanycontrolscurrencyrisk through a system of limits relatingto the maximumpotential lossdue to changesn currencies.
Thecurrencyriskmeasureisbasedon the Valueat Riskmethodology.
Moreover, the Companysets out hedgingstrategiesfor currencyrisk usinghedgingratios subjectto approval by PGES.A.'sRisk
Committeeand ManagementBoard. The hedgingstrategy and level of currencyrisk are subjectto monitoring and are regularly

reportedto the RiskCommittee.

TheCompanyconcludederivativetransactionsconcerningnstrumentsthat are basedon currencyonly in order to hedgeidentified
risk exposures Regulationsapplicableto PGEGroupdo not permit derivative transactionsbasedon currencyfor the purposesof
speculativetransactionghat would be intendedto generateadditionalearningsresultingfrom changesn currencieswhile exposing

the Companyto ariskof potential losses.
TheCompany'&xposureo currencyriskbrokendowninto classe®f financialinstruments:

Theaccountingprinciplesand additional notes constitute an integral part of

the financialstatements.
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Totalvaluein financial

CURRENCOSITIORTDECEMBER,, 2017

statementsin PLN EUR PLN
FINANCIAASSETS
Tradeandother financialreceivablesincluding: 14,476 4 15
Tradereceivables 758 3
Loansgranted 928 3 12
Cashandcashequivalents 1,832 10 41
Derivativesjncluding: 270 724 3,020
Carriedat fair valuethroughprofit or loss 54 13 54
CCIR8edges 44 711 2,966
FINANCIALIABILITIES
Loansporrowings,bonds,including: (9,478) (660) (2,754)
Loansreceived (2,754) (660) (2,754)
Tradeandother payablesjncluding: (705) 1) 2)
Tradepayables (673) 1) )
Derivativesmeasuredat fair valuethrough profit or loss (32) (193) (805)
NETCURRENGYOSITION (116) (485)

Thebookvalueof derivativesconstitutestheir fair valuemeasurementThevalueof exposureo currencyriskfor forwardsconstitutestheir nominalvaluein
currencyThevalueof exposureo riskcurrencyfor CCIREonstitutesa valuein the currencyof discountedtashflowsin the currencyleg.

Totalvaluein financial

CURREN®OSITIORTDECEMBER,, 2016

statementsin PLN EUR PLN
FINANCIARSSETS
Tradeandother financialreceivablesincluding: 12,322 42 186
Tradereceivables 523 19 84
Bondsacquired 8,772 20 89
Loansgranted 97 3 13
Cashandcashequivalents 1,932 1 4
Derivativesjncluding: 365 743 3,288
Carriedat fair valuethrough profit or loss 9 15 66
CCIR8edges 231 728 3,222
FINANCIALIABILITIES
Loansporrowings,bonds,including: (9,558) (664) (2,938)
Loansreceived (2,938) (664) (2,938)
Tradeandother payablesjncluding: (189) (5) (22)
Tradepayables (184) 5) (22)
Derivativesmeasuredat fair valuethrough profit or loss (23) - -
NETCURRENGOSITION 117 518

Thebookvalueof derivativesconstitutestheir fair valuemeasurementThevalueof exposureo currencyriskfor forwardsconstitutestheir nominalvaluein
currencyThevalueof exposurdo riskcurrencyfor CCIR8onstitutesa valuein the currencyof discountectashflowsin the currencyleg.

20.2 Liquidityrisk
Liquidityriskconcernsa situationin whichthe companyis unableto meetits liabilities(currentor non-current)whenthey becomedue.

Themain objectiveof liquidity risk managementit PGEGroupisto ensureand maintainthe companiesability to meet their existingand
future financialliabilities, takinginto accountthe costto obtain liquidity. Liquidityrisk managementat PGEGroupinvolvesplanningand
monitoringshort andlongterm cashflows from operating,investingandfinancingactivitiesandtakingactionintendedto assureundsfor
the activitiesof PGES.Aandits subsidiariesyhile limiting the costof theseactions.

Periodicplanningand monitoring of liquidity makesit possibleto securefundsfor anyliquidity gapsby allocatingfundsamongPGESroup
companiegcashpooling)aswell asusingexternalfinancing includingoverdrafts.

Liquidity risk managementin the long term allows PGEGroupto define its borrowing capacityand supports decisionsregardingthe
financingof longterm investments.

PGESrouphasa centralfinancingmodelin which,asarule, agreementgselatingto externalfinancingare executedby PGES.APGESroup
subsidiariesuse varioussourcesof intra-group financingsuchas loans, bonds, bank accouns consolidationagreementsand real cash
poolingagreements.

TheCompanyhasan activepolicyof investingfree cash.TheCompanymonitorsits financialsurplusesandforecastsuture cashflowsand
then on this basismplementsaninvestmentstrategyfor its free cash.

Inthe caseof cashshortagesthe Companysesthe followingfinancingsources:

430f 62
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overdraftsterm loansworkingcapitalloans;
bankaccountxonsolidatioragreementgrealcashpooling);
bondissuesaddressedo externalinvestors;
bondsissuesaddressed to PGEGroup subsidiaries.

> > > D>

Maturities of financialliabilitiesbasedon contractualnon-discountecpayments:

Carrying Total Under3 From3to From1 Over5
amount payments months 12 months yearto 5 years
Asat December31,2017 years
Bankcredit 5,148 5,849 43 87 3,157 2,562
Loanseceived 2,754 3,027 9 50 2,239 729
Bondsissued 1,000 1,013 - 1,013 - -
Cashpoolingliabilities 576 576 576 - -
Tradean'd other financialliabilitiesmeasured 705 710 678 32 )
at amortisedcost
Deri_vativesneasurecht fair valuethrough 32 32 1 13 22 @
profit or loss
TOTAL 10,215 11,207 1,307 1,163 5,450 3,287
From1
Carrying Total Under3 From3to yearto 5 Over5
amount payments months 12months years years
Asat December31,2016
Bankcredit 5,147 5,823 43 86 1,399 4,295
Loangreceived 2,938 3,292 10 71 2,418 793
Bondsissued 1,000 1,038 - 25 1,013 -
Caslpoolingliabilities 473 473 473 - -
Tradean.d other financialliabilitiesmeasured 189 189 188 1 )
at amortisedcost
Deri_vativesmeasuredat fair valuethrough 23 23 ) 16 7 )
profit or loss
TOTAL 9,770 10,838 714 198 4,838 5,088

20.3 Creditrisk

Creditrisk is connectedwith a potential credit event that can occur, suchas insolvencyof a customer, partial paymentof a
receivable significantdelayin receivablepaymentor other breachesof contractconditions(in particularthe lackof deliveryand
acceptanceof the goodsasagreedin the contractandthe possiblenon-paymentfor damagesandcontractualpenalties).

TheCompanyis exposedo creditriskarisingin the followingareas:

A Basicactivitiesq the credit risk resultsfrom, amongothers, purchasesand salesof electricity,energyoriginrights, gas,hard coal
and CQ emissionallowancesThisrelatesprimarilyto the possibilityof a default of the other party of transaction,if fair valueof

the transactionis positivefrom the point of view of the Company;

A Investingfree cashg the credit risk results from investingfree cashof PGES.A.in securitieshearingcredit risk, i.e. financial

instrumentsother than thoseissuedby the StateTreasury.

Maximumcredit risk exposureresultingfrom financialassetds equalto the carryingvalueof theseitems.

Yearended Yearended
Decembei31,2017 December31,2016
Tradereceivables 758 523
Loansandreceivables 13,718 11,799
Cashandcashequivalents 1,832 1,932
Derivatives assets 270 365
MAXIMUMEXPOSUREDCREDIRISK 16,578 14,619

20.3.1 Tradeand other financialreceivables

Tradereceivablegypicallyhavea 2-3-weekpaymentdeadline.ln 2017,paymentfor receivablesvasreceivedon averageafter 26
days.Tradereceivablegelate mainlyto receivablesor energysold. Accordingto the managementdue to current control over

tradereceivablesthere is no additionalcreditriskthat would exceedthe levelreflectedby impairmenton receivables.

Theaccountingprinciplesand additional notes constitute an integral part of 440f 62
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The Companyreducesand controlsthe credit risk related to trade transactions.In the caseof trade transactionswhich due to
high value may generatesubstantiallossin caseof failure of businesgpartnerto complywith the agreementthe assessmenof
contractoris carriedout before the transactionis conducted takinginto accountO 2 y i NJfir@ricialahi\ysisjts credit history
and other factors. Basedon the assessmentan internal rating is recognisedor the Companyusesa rating determined by an
independentreputableagency A limit for the contractoris set basedon the rating. Enteringinto contractsthat would increase
expogure abovethe limit requires,asarule, collateralin line with rules pertainingto credit risk managementThelevel of used
limit is regularly monitored and if it is substantiallyexceeded units responsiblefor O 2 y (i NJrigk &re dbllgedto undertake
measurego eliminatethem. TheCompanyregularlymonitorsthe paymentof receivablesand usesa systemfor earlyrecovery.lt

alsocooperateswith creditbureaus.

Creditriskrelatingto trade receivablesy geographicategionis presentedin the table below:

DECEMBERL, 2017

DECEMBERL, 2016

Receivables %share Receivables Y%share
balance balance
Poland 688 90.8% 504 96.4%
Netherlands 59 7.8% - -
Luxembourg - - 13 2.5%
Germany 3 0.4% 5 1,0%
GreatBritain 3 0.4% 1 0.2%
Other 5 0.6% - -
TOTAL 758 100% 523 100%

Themajority of salestransactionsand trade receivablesalanceselate to related partieswithin the PGEGroup,aswell aslarge
Polishentities from the electricity market. Information on transactionswith related parties is presentedin note 24 of these

financialstatements.

Ageingof receivablesandimpairment

As at December 31, 20part of financial assetsascovered by impairment allowances.

Thechangen allowancesccountdor theseclasse®f financialinstrumentsis presentedn the table below:

. Caslpooling . Otherfinancial
2017 Tradereceivables  Loanggranted receivables Bondsacquired receivables
Impairmentasof Januaryl 3 - - (297) (25)
Impairmentallowance raised - - - (89) -
Impairmentasof December31 ?3) - - (386) (25)
Valuebefore impairment 761 2,542 134 11,428 25
Net value (carryingamount) 758 2,542 34 11,042 -
Raisedmpairmentallowancegoncernbondsissuedby AutostradaWielkopolskes.Aworth PLNB9 million.

) Castpooling . Otherfinancial
2016 Tradereceivables  Loanggranted receivables Bondsacquired receivables
Impairmentasof Januaryl 3) - - (386) (25)
Reversabf impairmert allowances - - - 89 -
Impairmentasof December31 3) - - (297) (25)
Valuebefore impairment 526 97 628 9,069 28
Net value (carryingamount) 523 97 628 8,772 3

Theaccountingprinciplesand additional notes constitute an integral part of 450f 62
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Tradeand other receivables

DECEMBERL, 2017 DECEMBERL, 2016

Gross Impairment Neat;?)rurﬁitng Gross Impairment Neat;i:ftng

Receivablebefore due date 14,844 (389) 10,021 10,321 (300) 10,021
Pastdue<30days 21 - 21 2 - 2
Pastdue30-90days o o - - - -
Pastdue90-180days o o - - - -
Pastdue180-360days = = = - - -
Pastdue>360days 25 (25) - 25 (25) -
RECEIVABLEPASTDUE, TOTAL 46 (25) 21 27 (25) 2
TOTAILOANSANDRECEIVABLES 14,890 (414) 14,476 10,348 (325) 10,023

20.3.2 Deposits,cashand cashequivalents

The Companymanagescredit risk relatedto cashand cashequivalentsby diversificationof banksin which surplusesof cashare
allocated.All entities with whichthe Companyconcludesdeposittransactionswith operatein the financialsector. Thesecanonly
be banksregisteredin Polandor divisionsof foreignbankswith highinvestmentlevelratings,adequateindicator of solvencyand
equity aswell asstrong,stablemarketposition.

20.3.3 Derivatives

All entities with which the Companyconcludesderivative transactionswith operate in the financial sector. Theseare banks with
investmentratings,adequateequity and strong,stablemarket position. Asat the reportingdate, the Companywasparty to the derivative
transactionsdescribedn detailin note 19.12 to thesefinancialstatements.

20.3.4 Guaranteegyrantedand suretiesissued
Guaranteesndsuretiesissuedby the Companyare presentedn note 22to thesefinancialstatements.

20.4 Market (financial)risk ¢ sensitivityanalysis
TheCompanydentifiesthe followingtypesof marketriskto whichit isexposed:

A Interestrate risk

A Currencyrisk

Currently,the Companyis exposedmainly to currencyrisk related to foreign exchangerates between EUR/PLNFurthermore, the
Companyis exposedo interestrate riskrelatedto referentialinterestratesof PLN.TheCompanyusesa scenaricanalysidor the purpose
of analysingsensitivityto changesof market risk factors. The CompanyusesS E LJSsbifitsteflecting the subjectiveopinion on the
Companyn relationto future fluctuationsof individualmarketriskfactors.

Thescenaricanalysigpresentedin this point isintendedto analysethe influenceof changesn marketriskfactorson the financialresultsof
the CompanyOnlythoseitemsthat canbe definedasfinancialinstrumentsare subjectto the analysif interestandcurrencyrisk.

In sensitivityanalysigelated to interestrate risk, the Companyappliesparallel shift of interest rate curverelatedto a potential possible
changeof referentialinterestratesduringthe followingyear.

In caseof sensitivityanalysisof interest NJ- (ifl§ciu@ions, the effect of risk ¥ | O (cieangBiseduld be recordedin the statement of
comprehensivéncomeasincomes or expense®r asrevaluationof financialinstrumentsmeasuredht fair value.
Thesensitivityanalysiselated to all types of market risksthe Companyis exposedto asat the reporting date, indicatingthe potential
influenceof change®f individualriskfactorsby classof financialassetsandliabilities on profit beforetaxis presentedbelow.

Theaccountingprinciplesand additional notes constitute an integral part of 460f 62
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Sensitivityanalysisfor currencyrisk

The table below presentsthe sensitivity of profit before tax and equity to reasonablypossiblechangesin foreign currency
exchangerates, under the assumptionof stability of other risk factors for these classesof financial instruments exposedto
currencyrisk.

SENSITIVIANALYSIBORCURRENGISKASATDECEMBER,, 2017

Carrying EUR/PLN

FINANCIAINSTRUMENEYCLASS amountin PLN Valueexposedto ) . .

L Impacton financialresult/ Equity

riskin PLN

+10% -10%

Tradeandother financialreceivables 14,476 15 2 2)
Cashandcashequivalents 1,832 41 4 4)
Derivatives assets 54 54 5 (5)
CCIR8edges 44 2,966 274 (274)
Loanshporrowings,bonds (9,478) (2,753) (275) 275
Tradeandother financialpayables (705) ) - -
Derivatives liabilities (32) (805) (81) 81
Impacton financialresult (71) 71
CCIR8edges 44 2,966 22 (22)
Impacton revaluationreserve 22 (22)

SENSITIVIANALY SIBORCURRENGYISKASATDECEMBER,, 2016

Carrying EUR/PLN

FINANCIAINSTRUMEN B CLASS amountin PLN Valueexposedto ) ) .

L Impacton financialresult/ Equity

riskin PLN

+10% -10%

Tradeandother financialreceivables 12,322 186 19 (29)
Cashandcashequivalents 1,932 4 - -
Derivatives assets 9 66 7 (@)
CCIR8edges 231 3,222 291 (291)
Loansporrowings,bonds (9,558) (2,938) (294) 294
Tradeandother financialpayables (189) (22) 2) 2
Impacton financialresult 21 (21)
CCIR8edges 231 3,222 31 (31)
Impacton revaluationreserve 31 (31)
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Sensitivityanalysisfor interest rate risk

Thetable below presentsthe sensitivityof profit before tax and equity to reasonablypossiblechangesn interestrates,underthe
assumptionof stability of other riskfactorsfor theseclasse®f financialinstrumentsthat are exposedo interestrate risk:

SENSITIVIANALYSIBORNTERESHATIRISKASATDECEMBER,, 2017

WIBOR EURIBOR

Carrying Value Impacton financialresult/ Impacton financialresult/

FINANCIARSSETANDLIABILITIES g exposedto . .
amountin PLN riskin PLN Equity Equity
+50bp ¢50bp +25bp ¢25bp

Tradeandother receivables 14,476 311 2 ) - -
Derivatives assets 270 78 - - - -
Loansporrowings,bonds,cashpooling (9,478) (6,724) (34) 34 - -
Derivatives liabilities 32) 27) - - - -
Impacton financial result (32) 32 - -
CCIR8edges 44 44 46 (48) 27) 27
IRShedges assets 98 98 109 (113) - -
IRShedges liabilities 5) 5) (12) 16 - -
Impacton revaluationreserve 143 (145) 27) 27

Valueof derivativesexposedo interestrate risk is fair value of thoseinstruments(carryingamount). Sesitivity analysisfor CCIR8nd IRSderivativeswvas
carriedout usingthe valuationchangedueto the shift of interestratescurvedor particularcurrency.

SENSITIVIANALYSIBEORNTERESRATERISKASATDECEMBER,, 2016

WIBOR EURIBOR
Carrying Value Impacton financialresult/ Impacton financialresult/
FINANCIARSSETANDLIABILITIES amountin PLN ?I);pkcl)rs]idicl)\l Equity Equity
+50bp ¢50bp +25bp ¢25bp

Tradeandother receivables 12,322 1,099 5 (5) - -
Derivatives assets 365 9 - - - -
Loansporrowings,bonds,cashpooling (9,558) (6,620) (33) 33 - -
Derivatives liabilities (23) (23) 5 (5) - -
Impacton financialresult (23) 23 - -
CCIR8edges 231 231 60 (62) 37) 37
IRShedges 125 125 128 (133) - -
Impacton revaluationreserve 188 (195) 37) 37

Valueof derivativesexposedo interestrate riskiis fair value of thoseinstruments(carryingamount). Sersitivity analysisfor CCIR8nd IRSderivativeswas
carriedout usingthe valuationchangedueto the shift of interestratescurvegor particularcurrency.

20.5 Hedgeaccounting

In Juneand August2014,in connectionwith loansreceivedfrom PGESwedenAB,PGES.A.concludedCCIR8ansadions, hedgingboth
exchangeates.In thesetransactionspanks- counterpartiespay PGES.Ainterest basedon a fixed rate in EURand PGES. A paysinterest
basedon afixedrate in PLN.Thenominalvalue,paymentof interestand repaymentof nominalvaue in CCIR8ansactionsare correlated
with the relevantconditionsarisingfrom loanagreementsTorecognisehesetransactionsthe Companyuseshedgeaccounting.

Hedge accountings alsoappliedto IRSransactionshedginginterest rate due to finandal liabilitiesunder credit agreementssuchasthe
Credit Agreementwith a syndicateof bankssignedon September7, 2015 and Credit Agreementwith BankGospodarstwarajowego
signedon Decembeil 7,2014.In thesetransactionspanks- counterpartiepay PGES.Ainterestbasedon avariablerate in PLNand
PGES.Apaysinterestbasedon afixedrate in PLN.

Theimpactof hedgeaccountingonthe revaluationreserveis presentedin note 15.3to thesefinancialstatements.
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EXPLANATORYOTES OTHESTATEMENIFCASH-LOWS

21. Statementof cashflows

Presentedbelowisthe analysiof the mostsignificantitemsof cashflow statement.

21.1 CasHlows from operatingactivities
Interestanddividends

Yearended Yearended
Decembei31,2017 December31,2016
Dividendreceivables (2.872) (1.063)
Intereston bondsacquired (283) (215)
Intereston bondsissued 25 25
Intereston loansgranted 60 62
Interestandcommissioron bankcredit 137 44
Other 64 76
TOTAUNTERESANDDIVIDENDS (2.869) (1.071)
Profit/ losson investingactivities
Yearended Yearended
Decembei31,2017 Decembei31,2016
Valuation of derivatives (114) (57)
Impairmentallowance®f financialassets (1.036) (66)
Other 6 -
Totalprofit / losson investingactivities (1144) (123)
Changen receivables
Yearended Yearended
Decembei31,2017 December31,2016
Changeén trade andother receivables (2,876) (5,226)
Adjustmentfor changesn loansgranted(includingcashpooling) 1,950 344
Adjustmentfor changesn bondsacquired 2,992 2,750
Adjustmentfor depositswith maturitiesover3 months (2,299) 2,299
Other - 1
TOTAICHANGEN LOANRANDRECEIVABLES (233) 168
Changen liabilities, excludingloansand borrowings
Yearended Yearended
Decembei31,2017 December31,2016
Changeén trade andother financialliabilities 489 (118)
Changen other noninancialliabilities (123) (22)
Adjustmentfor changesn tax relatedto the increaseof sharecapital 110 (110)
Adjustmentfor changesn settlementsin taxgroup @) 89
Other - (@)
TOTAICHANGEN LIABILITIEEXCLUDINGOANRNDBORROWINGS 496 (163)
Changen other non-financialassets
Yearended Yearended
Decembei31,2017 December31,2016
Changen other currentassets (140) 338
Adjustmentfor changein settlementsin taxgroup 158 (59)
Other @) 13)
TOTAICHANGEN OTHERRURREMNASSETS 17 266

Theaccountingprinciplesand additional notes constitute an integral part of
the financialstatements.
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21.2 CasHlows from investingactivities
Acquisitionand redemption of bondsissuedby PGEsroupcompanies

PGES.A. acquireshonds issuedby entities belongingto PGEGroup. Cashobtained from the issue of bondsis used for financing
investmentsyepaymentof financialliabilitiesaswell asfor financingcurrentoperations Detaileddescriptionin note 19.1.1.

Saleof other financialassets
In 2017 the Companyexecutedan agreemento sell100%of sharesn ExatelS.Afor PLN368million.
Purchaseof subsidiaries

In 2017, the Companymainly purchasedEDF'sas®ts for a total amountof PLN4,227 million, whichis further describedin note 26.1to
thesefinancialstatements.

Releasef depositswith maturity over 3 months
In 2017, the Companyeleaseddepositswith amaturity over3 monthsat the total amountof PLN2,340million.
Dividendsreceived

Thetotal amount of dividendsreceivedconsistamainlyof dividendsfrom PGESIEKS.A(PLN2,019million) and PGEDystrybucjeS.A(PLN
808million). Durngthe comparativeperiod PLNL,012million from PGEDystrybucjeS.Aand PLN35 million from PGEEnergieOdnawialna
S.A.

Cashflows under cashpooling

Asdescribedin note 19.1.1,PGES.A.coordinatesthe cashpooling servicein the PGEGroup Thismeans,amongothers, that certain
entities settle with the Companyand the Companysettles with banks.In connectionwith the above, balanceswith related parties
participatingin cashpoolingarereportedin the Company'$inancialreceivablesndliabilities.
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OTHEREXPLANATORYOTES

22. Contingentliabilities andreceivablesLegalclaims
22.1 Contingentliabilities

Asat Asat
Decembei31,2017 December31,2016
Bankguarantee 11,052 11,908
Othercontingent 33 1
Total contingentliabilities 11,085 11,909

Guaranteefor PGESwedenAB(publ) liabilities

Dueto establishmentof the Eurobondsprogramin 2014, an agreementwas concludedfor the issueof guaranteeby PGES.A for the
liabilities of PGESwedenAB (publ). Theguaranteewasgrantedto the amountof EUR2,500million (PLNL1,060million) and will be valid
until Decembei31,2041. Asat Decembei31, 2017,PGESwedenAB6 LJdzdiabiliti€c@due to bondsissuedamountedto EURG42 million
(PLN2,682million),asat Decembei31,2016liabilitiesamountedto EUR642million (PLN2,842million).

Suretyfor PGEGIEKS.A.'diabilities

In Januan?014,the Companygranted three suretiesto the bankpaymentguarantedssuedior PGEGIEKS.Aat the total valueof PLN391
million at the reporting date (PLN758 million in the correspondingperiod). Grantingsuretiesis related to the investmentconductedby
PGEGIEKS. Arelatingto the constructionof the new power unitsin ElektrowniaOpole.

Other contingentliabilities

Other contingentliabilities mainly include the amount of PLN31 million related to risk of additional costsrelated to PGED N2 daebf &
financingprogrammes.

22.2 Othersignificantissueselated to contingentliabilities
Standbycommitmentsto ensurefinancingof new investmentsfor PGEsroupcompanies

Dueto plannedstrategicinvestmentsin PGEGroup,the Companycommittedto its subsidiariesin the form of standbycommitments,to
ensurefinancingof the plannedinvestments.The standbycommitmentsrelate to specificinvestmentsand may be usedonly for such
purposesAsat the reporting date approximatevalueof future investmentcommitmentsrelatedto theseprojectsamountsto aboutPLN
3.5hillion. Asat Decembei31,2017andDecembeB1,2016the estimatedvalueof the standbycommitmentsamountsto PLNL5 billion.

Commitmentto supportliquidity at PGEh 6 NSAl

Followingthe donation of sharesin PGEDystrybucjaS.A.and PGEGIEKS.Areceivedby the Companyin 2014from PGEh 6 N&Althe
Companycommittedto ensurethe liquidity of PGEh 6 NSAf this entity wasto faceinsolvency Ensurindiquidity cantake a form of a
capitalincreasegebt financingor other activitiesaimedat reducingthe likelihoodof insolvencyPGEh & NSsAandPGES.Aexecutedalso
adebt subordinationagreementpursuantto which,in casePGEh 6 NSsAlbecomesnsolvent,PGE  ® !retefvablesrom PGEh 6 NSA
will constitutesubordinateddebt.

PGEh 6 NSAlconstitutesa party to the cashpool agreementestablishedor PGEGroupcompaniesand may usethe financingavailable
underthe termsof this program. Asat the date of preparationof thesefinancialstatements there were no indicationsof insolvencyriskat
PGEh 6 NSsAI

Theaccountingprinciplesand additional notes constitute an integral part of 510f62
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22.3 Otherlegalclaimsanddisputes
Compensatiorfor conversionof shares

Formershareholdersof PGED 5 NJ/ Ai EniegeykaS.A.are presentingto the courts motionsto summonPGES.A.to a conciliation
hearing concerningpayment of compensationfor incorrect (in their opinion) determination of the exchangeratio of sharesof PGE
D s NJ/ Ai GriengetykaS.A.into sharesof PGES.A.during a consolidationprocessthat took placein 2010. Thetotal value of claims
resultingfrom summonso a conciliationhearingdirectedby the former shareholder®f PGED 5 N/ A Ehérgeykas.Aamountsto over
PLNLOmillion.

Regardlessf the above,on Novemberl2, 2014SocratednvestmentS.A(anentity which purchasedlaimsfrom former PGED 5 NJ/ A O i ¢ 2
EnergetykaS.A.shareholdersfiled a lawsuitto imposea compensationin the total amount of over PLN493 million (plus interest) for
damagesncurredin respectof incorrect(in their opinion) determinationof the exchangeatio of sharesn the mergerof PGED s Ny A O (i ¢ 2
Energetykes.Aand PGES.ATheCompanyfiled aresponseo the lawsuit. Currentlythe proceedingdeforethe court of first instanceare

in progress.

A similar claim was raisedby Pozwysp. z 0.0., an entity that purchasedclaimsfrom former PGEElektrowniaOpole S.A.shareholders.
Pozwysp.z 0.0. hasfiled a claimat the District Courtin WarsawagainstPGED 5 NJ/ Al Enérges/kekonwencjonalns.A. PGES.Aand
PwCPolskasp. z 0.0. ("Defendants”) demandingfrom the Defendants,in solidum,or jointly damagedor Pozwysp.z 0.0. totalling over
PLN260million with interestfor allegedlyincorrect(in its opinion) determinationof exchangeatio for PGEElektrowniaOpoleS.Ashares

for PGED 5 N/ Ai Enérges/kekonwenapnalnaS.A sharesin a mergerof these companiesThislawsuitwasdeliveredto PGES.A.on

March 9, 2017,and the deadlinefor respondingto it wasset by the court asJuly9, 2017.0n July8, 2017,PGES.A.and PGEGIEKS.A.
submittedaresponseo the claimandthe lawsuitis currentlybeingproceededn the first instance.

PGEGroup companiesdo not recognisethe claimsbeingraisedby SocratednvestmentS.A.,Pozwysp. z 0.0. and other shareholders
requesting conciliatory settlements. Accordingto PGE S.A.,these claims are groundlessand the entire consolidationprocesswas

conductedfairly and properly. Thevalueof the shareswhichwere subjectto the procesf consolidationmerger) wasestablishedoy an

independentcompanyPwCPolskesp.z 0.0. Additionally,mergerplansof the companiesmentionedabove includingthe exchangeatios

were examinedfor accuracyand reliability by an expertappointedby the registrationcourt; no irregularitieswere found. Then,the court

registeredthe mergersof the companiesnentionedabove.

TheCompanyhasnot recognisegrovisiongfor theseclaims.
Claimsfor annulmentof GeneralMeeting resolutions

OnApril 1, 2014,PGES.Areceiveda copyof alawsuitfiled to the District Courtof Warsawby one of its shareholders.In the lawsuit, the
shareholderis seekingfor annulmentof the resolutionsl, 2 and 4 of the Company'€xtraordinaryGeneralMeeting held on February6,
2014. The Companyfiled a responseto the claim.On June22, 2015, the District Courtin Warsawissueda judgment dismissingthe
& K I NB Kchifnir is bdfrétty. Theshareholderappealedandthe Companyfiled a reply to the appeal.OnMarch 24, 2017,a hearing
was held at the Appellate Court in Warsaw. The court discontinuedthe proceeding due to the lawsuit being withdrawn without
relinquishinghe claim.

OnAugust?1,2015,PGES.Areceiveda copyof alawsuitfiled to the District Courtof Warsawby one of its shareholdersin the lawsuit,
the shareholdeiis seekingor annulmentof resolution’5 of the Company'©rdinaryGeneraMeetingheld on June24,2015.TheCompany
filed aresponseo the claim.OnApril 26,2016 the DistrictCourtin Warsawissuedajudgmentdismissinghe & K I NB Kciifn RiSANMD &
3, 2017,the shareholderappealed.Througha ruling of April 18, 2017,the District Courtrejectedthe appealdue to the appealdeadline
havingbeenexceededTherulingbecamefinal on May 6,2017.

On Septemberl7, 2014, PGES.A.receiveda copy of a lawsuitfiled to the District Courtof Warsawby one of its shareholdersin the

lawsuit, the shareholderis seekingfor annulmentof resolution4 of the Company'©rdinaryGeneralMeeting held on June6, 2014.The

Companyfiled a responseto the claim.On August13, 2015, the District Courtin Warsawissueda judgmentdismissinghe & K NB K2 f RS NI
claimin its entirety. The shareholderappealed,and the Companyfiled a reply to the appeal. Througha ruling of March 2, 2017,the
AppealsCourtin Warsawdismissedhe shareholder'sappeal. Theshareholdeffiled a cassatiorclaimdated Junel0, 2017.0On August3,

2017,the Companyfiled a responseto the cassatiorclaim.In a ruling of Januaryl0, 2018,the SupremeCourtrejectedthe shareholder's
cassatiorclaim.

OnOctober23,2015,PGESA. receiveda copyof alawsuitfiled to the District Courtof Warsawby one of its shareholdersin the lawsuit,
the shareholderis seekingfor annulmentof resolution1 of the Company'€xtraordinaryGeneralMeeting held on Septemberl4, 2015.
TheCompay filed a responseo the claim.A hearingbeforethe District Courtin Warsawwasheld on April 24,2017.1n aruling of May 8,
2017 ,the court dismissedhe shareholder'slaim.OnJuly3, 2017,the shareholderappealed OnAugust27, 2017 the District Courtruled
to dismisghe shareholder'sppeal. Therulingbecamefinal on Septembei13,2017.

OnMay 20,2016,PGES.Areceiveda copyof alawsuitfiled to the District Courtof Warsawby one of its shareholdersln the lawsuit, the
shareholderis seeking for annulmentof resolution 1 of the Company'sExtraordinaryGeneralMeeting held on March 1, 2016. The
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Companyfiled aresponseo the claim.Theproceedingsvere discontinuedhrougharuling of March 14, 201 7after the withdrawal of the
claimprior to the first hearing.

On Septemberl2, 2016, PGES.A receiveda copy of a lawsuitfiled to the District Courtin Warsawby one of its shareholdersin the
lawsuit, the shareholderis seekingfor annulmentof the resolution1 of the/ 2 Y LJ QfdinéryGereral Meeting held on June28, 2016.
TheCompanyfiled aresponseo the claim. Theproceedingsvere discontinuedthrougharuling of March 17,201 7after the withdrawal of
the claimprior to the first hearing.

OnDecembef30,2016,PGES.Areceiveda copyof alawsuitfiled to the District Courtin Warsawby one of its shareholdersln the lawsuit,
the shareholdeiis seekingor annulmentof resolution1 ofthe/ 2 Y LJI BXteadkdinanyGeneraMeetingheld on Septembei5, 2016.The
Companyfiled aresponseo the claim.Theproceedingsvere discontinuedthrougharuling of March 16, 201 7after the withdrawal of the
claimprior to the first hearing.

OnMarch15,2017,PGES.Areceiveda copyof alawstitfiled to the DistrictCourtof Warsawby one of its shareholdersin the lawsuit,the
shareholderis seekingfor annulmentof resolution4 of the / 2 Y LJI BkttadrdinaryGeneralMeeting held on September5, 2016.The
Companyfiled aresponseo the claim.Havingexaminedthe shareholder'slaimat a closeddoor hearingon Octoberl11,2017 the District
Courtin Warsawruledto refer the casefor mediation.PGES.Adecidednot to agreeto mediation.OnMarch1, 2018a hearingwasheld -
the date of the judgment was postponed until March 15, 2018

23.Taxsettlemernts

Tax obligations and rights are specifiedin the Constitution of the Republicof Poland,tax regulationsand rectified international
agreementsAccordingo the tax ordinance taxis definedaspublic, unpaid,obligatoryand non-returnable cashliability toward the State
Treasuryprovincialor other regionalauthoritiesresultingfrom the tax regulation. Takinginto accountthe subjectcriterion, current taxes
in Polandcanbe dividedinto five groups:taxationof incomestaxationof turnover, taxationof assetstaxationof activitiesand other, not

classifiedelsewhere From the point of view of businessentities, the mostimportant is the taxation of incomes(corporateincometax),

taxationof turnover (valueaddedtax, excisetax) followed by taxation of assetqreal estatetax and vehicletax). Other paymentsclassified
asquasic taxesmustalsobe mentioned Amongthesethere are socialsecuritycharges.

Basictax rates were as follows in 2017: corporate incometax rate ¢ 19%,basicvalue addedtax rate ¢ 23%,reduced: 8%, 5%, 0%,
furthermore somegoodsand productsare subjectto a VATtax exemption.

Thetax systemin Polandis characterigd by a significantchangeabilityof tax regulationstheir highcomplexity high potential penaltiesfor

commitmentof a tax crime or violation. Taxsettlementsand other activity areasare conditionedby regulations(customsor currency
controls) and can be subjectto controls of respectiveauthorities that are entitled to issuefines and penaltieswith penalty interest.

Controlsmaycovertax settlementsfor the periodof 5 yearsafter the endof calendaryearin whichthe tax wasdue.

Taxgroup

An agreementfor a tax group named TGPGE2015,for which PGES.A.is the representative was signedon Sepember 18, 2014, for a
periodof 25years.

Companiesncludedin the tax group must meet a number of requirementscovering:appropriatelevel of equity, parent'sstakein PGK
companiesof at least95%(75%from 2018),lackof capitalties betweensubsidiares, no tax arrears,sharein total revenueof at least3%
(countedfor the entire tax group,2%from 20180on), andexecutionof transactionswith related partiesfrom outsidethe tax grouponly on
market terms. Violatingthese requirementswould meanthe dissolutionof the tax group and lossof its taxpayerstatus. Whenthe tax
groupisdissolvedeachof its membercompanieecomesanindividualpayerof corporateincometax.

Changesn corporateincometax in effect from Januaryl, 2018

Asa result of changesin legislation,startingfrom 2018taxpayerrevenueis dividedinto two sourceseconomic(operating)activitiesand
capitalgains.Thismeansthat eachsourceof revenuewill be settled separatelyand that companiegnay not offset lossesncurredin one
sourceusingrevenuefrom the other source.The capitalgainssourceincludes:dividends,incomeobtainedasa result of mergersof de-
mergers,in-kind contributions,sharedisposalsdisposalbf debt claims,incomefrom property rights (authors'rights, licencesjandincome
from securities.

Accordingo existingestimatesthe introduction of two incomesourcesshouldnot substantiallyaffectthe Company'sax burden.
VATsplit paymentmechanism

Startingfrom July1, 2018, a VATsplit paymentmechanisn will be introduced. Thissolutionis intendedto sealoff the tax systemby
separating/ATamountsfrom banktransfersbeingmadeby buyersof productsand servicesand directingtheseto sellers'dedicatedVAT
accountsFundscollectedin these VATaccaints mayonly be usedfor VATsettlementsconcerningnvoicesreceivedand VATsettlements
with the tax office. Usingsplit VATpaymentswill not be the buyer'sright but rather an obligation.

Theaccountingprinciplesand additional notes constitute an integral part of 530f62
the financialstatements.



PGES.A separatefinancial statementsfor 2017
in accordancewith IFREU(in PLNmillion)

PGES.Alintendsto effectiveusethe fundsreceivedfrom counterpartiesin the VATaccountsfor the paymentof its liabilities containing
VATtax. Theamountof fundsat the VATaccountson a givendaywill dependmainlyon how manyof the/ 2 Y LJ cgunt@partiesuse
this mechanismandthe relation betweendue daysfor receivablesandliabiliies. The/ 2 Y LJI egtien@esshowthat the averagebalance
of fundsat the VATaccountanight be in the rangeof PLNLO-40 million.

24 Information on related parties

TheStateTreasunjis PGED N2 dzlajrigy shareholderand asa result State Treasurycompaniesare recognisedasrelated entities. The
Companycloselymonitorstransactionswith key State TreasurysubsidiariesThetotal valueof transactionswith suchentitiesis presented
inthe table belowin the columnd 2 G il&eNlI NI A S& ¢ @

Transactionsvith relatedentitiesare concludedbasedon marketpricesfor providedgoods productsand servicer are basedon the cost
of manufacturingExceptiosto thisrule:

A bondsissuedby subsidiariedelongingto the tax groupwith interestratesbelow marketrates,describedn note 19.1.10f these
financialstatements,
A taxlossessettlementswithin the taxgroup,describedn notes6.2 and 23 of thesefinancialstatements.

FromJanuan, 2018all transactionsare on marketterms.

24.1 Transactiongvith related parties
YearendedDecember31,2017

Subsidiaries GIETRCE Otherrelated . . Revenuea_nd !
Grouprelated ) Thirdparties offsetting TOTAL
parties ZELES
STATEMENJFCOMPREHENSINNEEOME
Salesevenues 7975 - 339 871 - 9,185
Otheroperatingincome 3 - - - - &
Financiaincome 4,634 - - 126 (166) 4594
Operatingcosts 7,156 - 295 1,156 - 8,607
Otheroperatingexpenses - 2 34 4 - 40
Financiabxpenses 398 89 - 265 (166) 586
YearendedDecember31,2016
e OtherPGE Revenueand
Subsidiaries Grouprelated Other r(_alated Thirdparties costoffsetting TOTAL
parties parties
STATEMENJFCOMPREHENSINNEEOME
Salesevenues 10,120 - 205 522 - 10847
Financiaincome 1,288 89 61 62 (61) 1,439
Operatingcosts 986 - 167 9,192 - 10,345
Financiabxpenses 97 - 61 163 (61) 260

TheCompanyrecognisesevenuefrom salesto related partiesin PGEGroupmainlyrelatedto salesof electricity,gas,energyoriginrights
andCQ emissiorallowances

Financencomerelatesprimarilyto dividendsandintereston bonds.
Operatingcostsrelateto the valueof salesof materialsandgoods.

TheCompanyconcludessignificanttransactionson the energymarketvia TowarowaD A S ER&giiS.A (PolishPowerExchange)Dueto
the factthat this entity only dealswith the organizatiorof trading, purchasesndsalesransactedhroughthis entity are not recognisedas
transactionswith relatedparties.
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24.2 Balancewith related parties

Asat December31,2017

Subsidiaries

Other PGESroup

Otherrelated

ASSETS related parties parties Ui R[pEnies LI
Loansandreceivables: 14,348 - 24 104 14476
Bondsacquired 11,042 - - - 11,042
Tradereceivables 630 - 24 104 758
Otherloansandfinancialreceivables 2,676 - - - 2,676
Sharesn subsidiaries 32568 - - - 32568
Sharesn other related parties - 84 - - 84
Derivatives- assets - - 270 270
Othercurrentassets 202 - - 18 220

Asat December31,2016
Subsidiaries Other PGESroup Otherrelated . .

ASSETS related parties parties Thirdparties TOTAL
Loansandreceivables: 9,804 89 71 2,358 12322
Bondsacquired 8,683 89 - - 8,772
Tradereceivables 393 - 71 59 523
Depositawvith maturity over3 months - - - 2,299 2,299
Otherloansandfinancialreceivables 728 - - - 728
Sharesn subsidiaries 29678 - - - 29678
Sharesn other related parties - 6 - - 6
Derivatives assets - - - 365 365
Othercurrentassets 49 - - 32 81

Asat December31,2017
SRS Otherrelated parties Third parties TOTAL

LIABILITIES

Derivatives- equity andliabilities - - 32 32
E(I)I;?nCIallabllltleS measuredat amortised 3902 35 6246 10183
Bondsissued - - 1,000 1,000
Interestbearingloansand borrowings 2,753 - 5,149 7,902
Caslpoolingliabilities 576 - - 576
Tradepayables 543 35 95 673
Otherfinancialliabilities 30 - 2 32

Asat December31,2016
Subsidiaries Otherrelated parties Third parties TOTAL

LIABILITIES

Derivatives- equity andliabilities - - 23 23
Ecl)nset\huallabllltles measuredat amortised 3485 2 6228 9747
Bondsissued - - 1,000 1,000
Interestbearingloansand borrowings 2,938 - 5147 8,085
Caslpoolingliabilities 473 - - 473
Tradepayables 74 34 76 184
Otherfinancialliabilities - - 5 5

Standbycommitmentsandsuretiesgrantedto PGE @ !subsi@riesre describedn note 22 of thesefinancialstatements.
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24.3 Managementremuneration
Thekeymanagemenpersonnelcomprsethe ManagemenBoardandthe SupervisonBoard.

Yearended Yearended
PLNO0Os December31,2017 December31,2016
Shortterm employeebenefits(salariesandsalaryrelatedcosts) 8,046 9,113
Postemploymentandterminationbenefits 168 3,066
TOTAIREMUNERATIGDFKEYMANAGEMENPERSONNEL 8214 12179

Yearended Yearended
PLNOOOs Decembei31,2017 December31,2016
ManagemenBoard 7454 11,669
SupervisonBoard 760 510
TOTAIREMUNERATIGDFKEYMANAGEMENPERSONNEL 8214 12179

Membersof the/ 2 Y LJ- MaBageinenBoardare employedon the basisof civillaw contractsfor managemen(socalledmanagement
contracts)In note 5.2 Costsy nature andtype, this remunerationis presentedn the item other costshy type.

25.Disclosuresinder art. 44 of the EnergyLawregardingspecifictypesof activities

Article 44 of the Energyl awimposesan obligationon the energycompanieso prepareregulatoryfinancialstatementswith a balance
sheet(statementof financialposition)and the statementof profit or lossfor the reporting periodsseparatelyfor eachtype of business
activity relatedto the followingareas:

A supply of gaseous fuels or energy, including fixed costs, variable costs and revenues separately for the generation, transmission,
distribution and trade in gaseous fuels or energy, gaseous fuel storage and liquefaction of natural gas or re-gasification of
liquefied natural gas, also in relation to groups of recipients specified in the tariff;

A unrelatedto the activitieslistedabove.

25.1 Principledfor allocationto different typesof activities

The section below presentsthe types of activitiesreferred to in art. 44 of the EnergyLaw and principlesfor allocation of revenues,
expensesassetsandliabilitiesresultingfrom thesetypesof activities.

25.1.1 Descriptionof separatetypesof activities

TheCompanyhasidentified the followingtypesof activitiespursuantto art. 44 point 1 of the EnergyLaw:

A tradein electricity
A tradein gaseousuels
A otheractivities

25.1.2 Rulesfor allocationof revenues expensesassetsand liabilities

Selectedtems in the statementof comprehensivencomeand statementof financialposition are assignedby the Companyto certain
typesof activitiesbasedon the accountingecords:

>

revenuefrom sale

costof goodssold

sellinganddistribution costs
generalandadministrativeexpenses
financeincomeandfinancecosts
tradereceivables

trade payables

derivatives

inventories

provisionsgexceptfor employeebenefit provisions

> > > > > D> D> D>

>

Selectedtemsin the statementof financialposition are assignedy the Companyto certaintypesof activitieswith the useof allocation
keys:
A property, plantandequipmentaswell asintangibleassetsn proportionto the depreciation/amortisatiorcosts,
A provisionsfor employeebenefitsandliabilitiesarisingfrom wages personalincometax andsocialinsurancen proportionto the
costsof employeebenefits,
A VATiiabilitiesin proportionto revenuesirom sales.

Theaccountingprinciplesand additional notes constitute an integral part of 560f62
the financialstatements.
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Selectedtemsin the statementof comprehensiveincomeand statementof financialpositionare not assignedo certaintypesof activities
asthey pertainto all activitiesof the entity. Themainunallocatedtemsinclude:

A deferredincometaxassetsandprovision
loansandreceivableother than trade receivables
interestbearingloans,borrowings,bonds

sharesn subsidiariesindfinancialassetsavailablefor sale
incometax receivablesndliabilities
cashandcashequivalents

equity, exceptfor profit for the reporting period

A incometaxin statementof profit or loss

S>> D> > > D>

Unallocatedtemsare presentediogetherwith other activities.

25.2 Breakdownby type of businessactivity
STATEMENJFPROFIDRLOS$ORTHEYEARENDEIDECEMBER,, 2017

Otheractivitiesand

Hectricity Gas ) Total
unallocateditems
SALEREVENUES 7,622 605 958 9,185
Costof goodssold (7,423) (595) (418) (8,436)
GROSBROFIDNSALES 199 10 540 749
Distributionandsellingexpenses (12) 5) - a7
Generahndadministrativeexpenses (39) @) (114) (154)
Otheroperatingincome - - 3 3
Otheroperatingexpenses - - (40) (40)
OPERATINBROFIT 148 4 389 541
Financiaincome - - 4,594 4594
Financiakxpenses - - (586) (586)
PROFIBEFOREAX 148 4 4,397 4,549
Incometax - - (5) (5)
NETPROFIFORTHEREPORTINEERIOD 148 4 4,392 4544

In Note 5.1 Revenuefrom salesof eachactivity are presentedn revenuesrom salesof goodsandrevenuesrom salesof services.

Theaccountingprinciplesand additional notes constitute an integral part of 570f62
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STATEMENDFFINANCIABOSITIORSATDECEMBER, 2017

the financialstatements.

Bectricity Gas Other aCtIVItI.eS and Total
unallocateditems
NONCURREMNASSETS
Property,plantandequipment 31 2 143 176
Intangibleassets 1 = 2 8
Financiateceivables = = 11,840 11,840
Derivativesandother assetsmeasurecht fair value B } 216 216
throughprofit or loss
Sharesn subsidiaries = = 32568 32568
Sharesn other relatedparties 84 84
32 2 44,853 44,887
CURREMASSETS
Inventories = = 2 2
Derivatives = = 54 54
Tradeandother receivables 560 99 1,977 2,636
Othercurrentassets 15 17 188 220
Castandcashequivalents = - 1,832 1,832
575 116 4,053 4,744
TOTAIASSETS 607 118 48906 49631
STATEMENDFFINANCIAROSITIORSATDECEMBER,, 2017
Bectricity Gas Other activiti(_es and Total
unallocateditems
Net profit for the reportingperiod 148 4 4,392 4544
Otherequity - - 34,600 34,600
TOTAEQUITY 148 4 38992 39144
NONCURRENITABILITIES
Non-currentprovisions O - 15 20
Loansporrowingsbonds,cashpooling = s 7,714 7,714
Derivatives = = 5 ®
Deferredincometax liabilities - - 13 13
Otherfinancialliabilities - 23 23
5 - 7,770 7,775
CURRENTABILITIES
Currentprovisions 8 - 25 B33
Loansporrowingsbonds,cashpooling = - 1,764 1,764
Tradeandother liabilities 546 95 41 682
Derivatives - - 27 27
Incometax liabilities - - 176 176
Othernoninancialliabilities = = 30 30
554 95 2,063 2,712
TOTALIABILITIES 559 95 9,833 10487
TOTAIEEQUITANDLIABILITIES 707 99 48825 49,631
Theaccountingprinciplesand additional notes constitute an integral part of 580f62



PGES.A separatefinancial statementsfor 2017
in accordancewith IFREU(in PLNmillion)

STATEMENDFPROFIDRLOS$FORTHEYEARENDEMDECEMBER, 2016

Hecticity Gas Other activiti(_es and Total
unallocateditems
SALEREVENUES 8,644 522 1,681 10,847
Costof goodssold (8,520) (496) (1,141) (10157)
GROSBROFIDNSALES 124 26 540 690
Distributionandsellingexpenses (23) (22) 1) (46)
Generabndadministrativeexpenses (26) (5) (111) (142)
Otheroperatingincome - - 1 1
Otheroperatingexpenses - - 8) 8)
OPERATINBROFIT 75 Q) 421 495
Financancome - 5 1434 1439
Financeexpenses - - (260) (260)
PROFIBEFOREAX 75 4 1,595 1,674
Incometax - - (76) (76)
NETPROFIFORTHEREPORTINEERIOD 75 4 1519 1,598
STATEMENJFFINANCIABOSITIOMSATDECEMBER, 2016
Hectricity Gas Other activiti(_es and Total
unallocateditems
NONCURREMASSETS
Property,plantandequipment 22 4 160 186
Intangibleassets 1 - 4 5
Financiateceivables - - 8,848 8,848
Derivativesa_ndother assetsmeasuredat fair value B ) 356 356
throughprofit or loss
Sharesn subsidiaries - - 29678 29678
Sharesn other relatedparties - - 6 6
23 4 39,052 39,079
CURREMASSETS
Inventories 76 76
Derivatives 9 9
Tradeandother receivables 330 35 3,109 3474
Othercurrentassets 17 1 63 81
Cashandcashequivalents 1,932 1,932
347 36 5,189 5572
TOTAIASSETS 370 40 44241 44651

Theaccountingprinciplesand additional notes constitute an integral part of
the financialstatements.
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STATEMENDFFINANCIABOSITIORSATDECEMBER, 2016

Bectricity Gas Other acth|t|(_es and Total
unallocateditems
Net profit for the reporting period 75 4 1,519 1,598
Otherequity - - 33,040 33040
TOTAIEEQUITY 75 4 34,559 34,638
NONCURRENTABILITIES
Noncurrentprovisions 4 1 17 22
Loansporrowingsbonds,cashpooling - - 8,854 8,854
Derivatives - - 23 23
Deferredincometax liabilities - - 33 33
4 1 8,927 8,932
CURRENTABILITIES
Currentprovisions 5 1 24 30
Loansporrowingsbonds,cashpooling - - 704 704
Tradeandother liabilities 102 32 55 189
Incometax liabilities - - 4 4
OthernonHinancialliabilities - - 154 154
107 33 941 1,081
TOTALIABILITIES 111 34 9,868 10,013
TOTAIEEQUITANDLIABILITIES 186 38 44427 44,651

26. Significanteventsduring andafter the reporting period
26.1 Purchaseof EDF'sassetsn Poland

On May 11, 2017, PGES.A.and EDFInternational SASand EDFInvestmentll B.V. (together "EDF")signeda put option agreement
concerninghe saleof EDF'sassetdn Poland.Underthe put option agreement,EDFobtain the option to callfor PGES.Ato signa share
saleagreementconcerningthe following assetsonce certain conditionsare met, includingEDFsecuringcorporateapprovalsfor the sale
transaction.
OnMay 19, 2017, asa result of EDFexercisingts put option under the put option agreement,EDFand PGEsigneda conditional sale
agreement.

Thesaleagreementconcernedn particular:

A purchaseof 99.52%0f sharesn EDAPolskeS.A.,

A purchaseof 100%of sharesn EDAnvestmentllI B.V.,

A indirect purchaseof 50%and 1 shareof ZEWKogeneracjs.A (sharesheld by EDFPolskaS.A.and EDAnvestmentlll B.V.)and
purchaseof sharesn EDRPolskaS.Asubsidiarieengagedn supportactivities.

Onceall of the conditionsprecedentwere met, the transactionwasconductedon Novemberl3,2017.
Asaresultof the agreementPGES.Apurchasea numberof generatingassetsincluding:8 CHplants,i.e. Y NJ- |DsRéd Zaayhiat 2 NHzZ =

WroQ U IZiglahaD 5 NdzeEhnicand Zawidawiedistrict heatingdistribution networksin ¢ 2 NAebaaD 5 Nslechniceind Zawidawie
aswell asthe Rybnikpower plant.

Thefinal valueof the transactionwasapprox.PLN4.27billion. PGES.As overallexpendituregelatedto the transactionsncluded:

A valueof equity of approx.PLN2.45billion, establishingisingthe Loded-Boxformulaasof Decembe31, 2016,

A intra-groupdebtasof Novemberl3,2017,0f approx.PLNL.68billion andapprox.USDLO million,

A costof intereston equity accruedon a pro rata basiscountingfrom Januaryl, 2017to the transactiondate of PLN93.27 million
on accountof the purchasedcompanieshavinggeneratedeconomicgainswithin the scopeof the transactionafter the price had
beenset,i.e. Decembe31, 2016,

A interestpayableasof the transactionclosuredate, on intra-groupdebt (andother fees)amountingto PLN18.21million and PLN
0.05million, respectively.

In connectionwith the closure of the Transactionand the indirect purchaseof sharesin %S a BJ &1 (i N2 ONBLOO2 64 A OK
KOGENERACSA ("KOGENERACJAEsultingin PGEexceedingthe 33%thresholdof votesin KOGENERACGAA Februaryl, 2018,PGE
S.Aannouncedatender offer to subscribdor the saleof 2 383999dematerialisedrdinarybearersharesssuedoy KOGENERAGIALN
81.80per share whichentitied to 16.00%votes at KOGENERAC Meseralmeeting. PGEEnergid A S3.A&islthe buyer. After the tender

Theaccountingprinciplesand additional notes constitute an integral part of 600f62
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