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To the Shareholders of Polenergia Obrét S.A.

Approval of Financial Statements

Pursuant to the provisions of the Accounting Act of 29 September 1994 (consolidated text in Journal of
Laws of 2018, item 395 as amended), the Management Board is obligated to ensure the preparation of
the annual financial statements giving a true and clear view of the economic and financial condition of
the Company at the end of the financial year as well as its financial result for that year.

The financial statements were prepared on the basis of accounting principles that are adequate to the
entity’s operations and that were used on a continuous basis.

In the valuation of the assets and liabilities and measurement of the financial result it was assumed that
the Company would continue as a going concern in the foreseeable future without curtailing materially
its scope of operations, and without being put into liquidation or bankruptcy.

These financial statements have been prepared in accordance with the Accounting Act and presented in
the following order:
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Polenergia Obrot S.A. 3

Financial Statements as at and for the year ended 31 December 2017

Introduction

1

Company’s Information

a)

b)

d)

Polenergia Obrét Spotka Akcyjna was established in 2001. The Company’s registered
office is located in Warsaw at ul. Krucza 24/26;

The Company is entered in the Register of Entrepreneurs under the number
KRS 0000043658. The Company was registered by the District Court for the Capital City
of Warsaw, 19th Commercial Division of the National Court Register, Tax Identification
Number (NIP): 5262098617, Business Statistical Identification Number (REGON):
012789596;

The Company’s business objects include, among other things:
e trading in electricity,

e trading in property rights, and
e trading in gaseous fuels.

Under the memorandum of association, the Company’s duration shall be indefinite.
In the financial year, the Management Board of the Company was composed of:

e Arkadiusz Zielezny, President of the Management Board
e Marek Krzysteczko, Member of the Management Board

Financial statements

a)

b)

The financial statements were made in accordance with the Accounting Act of 29
September 1994 (consolidated text in Journal of Laws of 2018, item 395, as amended),
according to the historical cost convention, except for the forward contracts to purchase
and sale energy which are measured at fair value.

These financial statements have been prepared on a going concern basis, i.e., assuming that
the Company will continue its business operations in the foreseeable future and that there
are no circumstances indicating that there is a threat to the continued operations.

The introduction as well as the additional information and notes are an integral part of these financial statements
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Financial Statements as at and for the year ended 31 December 2017

Introduction (cont’d)

3. Some more important accounting principles
a) Property, plant and equipment, intangible assets

Non-current assets and intangible assets are recognised at cost or revalued amount (after
revaluation of non-current assets) less amortization or depreciation and impairment.

The purchase price and the cost to manufacture constructions in progress, non-current assets and
intangible assets also include the costs of servicing the liabilities incurred in order to finance them
for the duration of their construction, assembling or adaptation. The purchase price or
manufacturing cost of a non-current asset is increased by its improvement costs.

Third-party non-current assets or intangible assets accepted for use under lease contracts are
recognised as non-current assets if the contract meets the criteria set out in the Act.

Constructions in progress are measured at total costs directly connected with their acquisition or
manufacturing less impairment. They are recognised at cost. Most significantly, the company
considers the remuneration costs and surcharges on remuneration, costs of third-party services
and business travel costs as costs directly connected with the acquisition or manufacturing of
constructions in progress.

Impairment allowance against other operating costs is made in the case of changes to the
manufacturing technology or if a non-current asset or an intangible asset is intended for
retirement, withdrawn from use or when its value is diminished permanently for other reasons. If
the reason for which impairment allowance for non-current assets and intangible assets was made
ceases to exist, the equivalent of the previously made impairment allowance, in whole or in
adequate part, will increase the value of a given assets and will be included as other operating
income.

Assets are depreciated/ amortised on a straight-line basis. The depreciation/ amortisation period
and the annual depreciation/ amortisation rate are determined by reference to the useful economic
life of a non-current asset and intangible assets. The correctness of the adopted depreciation/
amortisation periods and depreciation/ amortisation rates is subject to periodic verification.

The Company has applied the following annual depreciation rates to the main groups of non-
current assets:

° buildings, premises and civil engineering facilities 5%
° technical equipment and machinery 5% -40%
° means of transport 20% - 40%

° other non-current assets 14% - 20%

Annual amortisation rates for intangible assets are as follows:

The introduction as well as the additional information and notes are an integral part of these financial statements
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Introduction (cont’d)

° patents, licences 100%
° computer software 20-50%
o other intangible assets 20%

Constructions in progress and land, including perpetual usufruct right, are not depreciated.

Property, plant and equipment and intangible assets worth less than PLN 3,500.00 are expensed
when incurred.

b) Investments

Other non-current investments

Interests or shares in subordinated entities, which are included as part of non-current investments,
are measured at acquisition price less impairment.

The effects of periodic measurement of financial assets, including derivatives, excluding hedged
items and hedging instruments, are recognized as financial income or expenses, respectively, for
the reporting period in which revaluation was made.

Current investments

The effects of periodic measurement of financial assets, including derivatives, excluding hedged
items and hedging instruments, are recognized as financial income or expenses, respectively, for
the reporting period in which revaluation was made.

Forward contracts

Forward contracts for the sale and purchase of electricity and gaseous fuels are measured at fair
value with fair value changes being charged to the profit and loss account. The result of contract
measurement is presented per saldo in sales revenue or costs.

The unutilised portion of the contracts is subject to measurement; it is broken into a short-term
portion, to be exercised within 12 months as of the balance sheet date, and the long-term portion,
to be exercised in the coming years. The effects of the forward contracts measurement are
recognised, respectively, under other non-current financial assets, other current financial assets,
other non-current financial liabilities or other current financial liabilities.

¢) Receivables

Receivables are measured at the amounts due, taking account of the prudence principle, and
carried net of impairment losses.

The value of receivables is revised taking into account the probability of their payment by
recognising an impairment loss.

The introduction as well as the additional information and notes are an integral part of these financial statements
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Financial Statements as at and for the year ended 31 December 2017

Introduction (cont’d)

d) Inventories

Inventories are measured at actual costs of purchase which, however, are not higher than the net
realisable value.

Goods in the Company comprise primarily property rights (commodities) which derive from the
certificates of origin for green energy. Records regarding quantity and value are kept for the
commodities.

e) Cash assets

Cash assets include assets in the domestic currency, foreign currencies and foreign exchange.
Cash assets also include interest accrued on financial assets.

Financial assets payable or due within 3 months from the date of their receipt, issue, acquisition
or deposit are recognised under cash assets for the purpose of the cash flow statement.

The introduction as well as the additional information and notes are an integral part of these financial statements
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Financial Statements as at and for the year ended 31 December 2017

Introduction (cont’d)

f) Prepaid expenses
Prepaid expenses are recognised in respect of costs incurred in relation to future reporting periods.

Prepaid expenses are written off proportionally to the passage of time. The settlement time and
method are justified by the nature of the costs to be settled, while taking account of the prudence
principle.

g) Equity
The share capital is presented at such amount as specified in the articles of association and
recorded in the court register.

Capital contributions declared but not made are recognized as called-up share capital.

h) Provisions for liabilities

Provisions for liabilities are established in a reasonable and reliably estimated amount.
Provisions are established for:

e certain or highly probable future obligations, the amount of which can be reliably estimated,
including but not limited to losses on business transactions in progress, including under
guarantees and sureties issued, and lending operations, the effects of pending litigation;

e future obligations arising from restructuring, provided that the entity is obliged to carry out
the same under separate regulations or binding agreements and the restructuring plan allows
to estimate such future obligations reliably.

e probable obligations falling due in the current reporting period, resulting in particular from an
obligation to provide, in connection with current activities, future benefits for unknown parties
where the amount of such obligation can be reliably estimated, although its date is not yet
known, including obligations due to guarantee repairs and warranty for long-term use products
sold.

i) Liabilities

Financial liabilities (other than financial liabilities held for trading, derivatives recorded as
liabilities and hedged items) are measured not later than at the end of the reporting period at
adjusted acquisition cost.

Liabilities other than financial liabilities are recognized in the amount payable.

The introduction as well as the additional information and notes are an integral part of these financial statements
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Introduction (cont’d)

j) Accrued expenses

Accrued expenses are recognized at the amount of probable liabilities corresponding to the current
reporting period, arising in particular from the services provided for the entity by the
counterparties when the liability amount may be estimated in a reliable manner.

Accrued expenses, as referred to above, are presented in the balance sheet under trade payables.

Accrued expenses are written off proportionally to the passage of time. The settlement time and
method are justified by the nature of the costs to be settled, while taking account of the prudence
principle.

k) Deferred income tax

A provision is established and deferred income tax assets are determined due to the temporary
differences between the value of assets and liabilities recognised in the books of accounts and
their tax value and tax loss that might be deducted in the future.

Deferred income tax assets are determined in the amount of the expected future income tax
deduction in respect of temporary differences and deductible tax loss, which may result, in the
future, in a decrease in the income tax base and tax loss determined in accordance with the prudent
principle.

The provision for the deferred income tax is established in the amount of income tax to be paid
in the future in relation to the taxable temporary differences, i.e. differences that result in an
increase of the income tax base in the future.

The amount of the provision and the deferred income tax assets are determined according to the
rates effective in the year in which the tax liability arises.

The difference between the balance of provisions and deferred income tax assets as at the end and
beginning of the reporting period has an impact on the financial result; however, the provisions
and deferred income tax assets relating to operations settled against equity are also recognised in
equity.

I) Revenue recognition

Sales revenue is recognised upon goods delivery, if the entity has transferred material risks and
rewards under the ownership of goods or upon completing the service. Sale is recognised in net
terms, i.e. without the value added tax and upon accounting for all discounts.

m) The balance sheet and the profit and loss account for the individual types of
business operations

In keeping with Article 44 of the Energy Law, Polenergia Obrét keeps books of accounts that
allow for separate calculation of the costs and revenue, profits and losses from its business activity
in relation to trading in energy and trading in gaseous fuels.

The introduction as well as the additional information and notes are an integral part of these financial statements
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Financial Statements as at and for the year ended 31 December 2017

Introduction (cont’d)

The Company prepared a separate balance sheets and the profit and loss accounts for the
individual types of business operations for 2017 and 2016. The individual items of the balance
sheet and of the profit and loss accounts were broken down as follows:
e The costs and balance sheet items that may be directly allocated to a specific type of
business were allocated using the direct method,
e the other indirect costs and balance sheet items that cannot be directly allocated to the
specific types of business are allocated on the basis of an allocation key based on the
revenue structure.

The allocation key was adopted pursuant to the Polenergia Obrét S.A. Management Board
Resolution No. 1/204/15 dated 4 February 2015 on the allocation of balance sheet items and profit
and loss account items. The allocation key for 2017 vs 2016 is as follows:

2017 2016
Electricity 82.84% 86.97%
Gaseous fuels 11.32% 10.49%
Other business
operations 5.84% 2.54%

The introduction as well as the additional information and notes are an integral part of these financial statements
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10

BALANCE SHEET

ASSETS
Non-current assets

Intangible assets
Other intangible assets

Property, plant and equipment
Non-current assets
Technical equipment and machinery
Means of transport
Other non-current assets

Non-current receivables
From related entities

Non-current investments
Non-current financial assets

In related entities

- loans made

In other entities

- other long-term financial assets

Non-current pre-paid expenses
Deferred income tax assets

Current assets

Inventories
Merchandise

Current receivables
Receivables from related entities
Trade receivables, falling due:
- up to 12 months
Receivables from other entities
Trade receivables, falling due:
- up to 12 months

Taxation, government grants, customs duty, social and health care
insurance, and other titles under public law

Other

Current investments
Current financial assets
In related entities
- loans made
In other entities
- other current financial assets
Cash and cash equivalents

- cash in hand and at bank accounts

Current prepaid expenses

Total assets

The introduction as well as the additional information and notes are an integral part of these financial statements

Additional 31.12.2017 31.12.2016
information PLN PLN
22,196,654.03 20,789,951.05

2 16,624.99 -
16,624.99 -

34,5 84,876.90 110,307.40
84,876.90 110,307.40

17,641.80 2,167.76

67,235.10 90,287.13

- 17,852.51

8,000,000.00 8,000,000.00

6 8,000,000.00 8,000,000.00

13 13,480,137.76 11,518,828.13
13,480,137.76 11,518,828.13

2,377482.18 -

| 2,377,482.18 |

11,102,655.58

11,518,828.13

| 11,102,655.58 |

11,518,828.13 |

8 615,014.38 1,160,815.52
8.22 615,014.38 1,160,815.52
232,345,221.35 230,814,707.90

1,004,418.46 290,903.66

1,004,418.46 290,903.66

6.7 93,901,017.25 108,307,817.30
30 2,509,092.57 2,082,055.84
2,509,092.57 2,082,055.84

2,509,092.57 2,082,055.84

91,391,924.68

106,225,761.46

78,910,344.03

94,351,764.13

l 78,910,344.03 | | 94,351,764.13 |
2,546,756.63 8,280,712.76
9,934,824.02 3,593,284.57

136,814,055.59 121,759,507.69
136,814,055.59 121,759,507.69
= 2,282,882.19

[ i 2,282,882.19 |

13 119,300,589.44 96,624,303.70
[ 119300,589.44 | | 96,624,303.70 |

17,513,466.15

22,852,321.80

[ 17,513,466.15]

22,852,321.80 |

8 625,730.05

456,479.25

254,541,875.38

251,604,658.95
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11

BALANCE SHEET (cont’d.)

EQUITY AND LIABILITIES

Equity

Share capital

Reserve capital

Capital on account of merger
Net profit

Liabilities and provisions for liabilities

Provisions for liabilities
Deferred income tax provision

Non-current liabilities

to other entities
Other financial liabilities
Other

Current liabilities
Payable to related entities
Trade payables, falling due:
- up to 12 months
to other entities
Loans and advances
- working capital loans in PLN
Issue of debt securities
Other financial liabilities
Trade payables, falling due:
- up to 12 months
Advance payments received for deliveries

Taxation, government grants, customs duty, social and
health care insurance, and other titles under public law

Other

Accrued expenses
Other accrued expenses

- current

Total equity and liabilities

The introduction as well as the additional information and notes are an integral part of these financial statements

Additional
information

10

11

22

14

13.14

30

13

31.12.2017 31.12.2016
PLN PLN
22,965,062.96 22,916,467.45
15,102,069.00 15,102,069.00
3,803,267.45 2,310,935.32
11,131.00 11,131.00
4,048,595.51 5,492,332.13
231,576,812.42 228,688,191.50
2,119,357.18 3,238,827.62
2,119,357.18 3,238,827.62
7,666,819.48 5,763,570.02
7,666,819.48 5,763,570.02
7,644,978.99 5,717,870.02
21,840.49 45,700.00
219,585,064.75 217,790,329.35
8,067,238.66 19,718,501.33
8,067,238.66 19,718,501.33
8,067,238.66] | 19.718,501.33]
211,517,826.09 198,071,828.02
4,087,930.71 .
4,087,930.71 :

111,292,787.70

85,583,722.50

95,633,542.66 112,394,663.56
95,633,542.66| |  112,394,663.56
225,818.28 -
253,887.23 70,593.98
23,.859.51 22,847.98
2,205,571.01 1,805,464.51
2,205,571.01 1,895,464.51

2,205,571.01 ] 1,895,464.51 |
254,541,875.38 251,604,658.95
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12

PROFIT AND LOSS ACCOUNT

Net sales of products and similar, of which:

— from related parties

Net revenue from sale of merchandise and materials

Costs of operating activities
Amortisation/depreciation

Consumption of materials and energy

Third-party services
Taxes and charges
Salaries

Social security and other benefits

Other expenses by nature

Value of merchandise and materials sold

Profit/(Loss) on sale

Other operating income
Other operating income

Other operating expenses
Other operating expenses

Profit/(loss) from operating activities

Financial income

Interest, of which:
- From related parties

Other

Financial expenses

Interest

Foreign exchange differences
Other

Gross profit
Income tax

Net profit

Additional

information

16
30

17

18

19

30

20

21.22

2017 2016
PLN PLN
2,396,553,883.26 2,559,184,836.46

120,123,612.48
2,396,553,883.26

91,648,202.11
2,559,184,836.46

2,390,078,532.06 2,551,970,075.23
35,772.99 36,673.18
16,796.40 19,540.70
2,258,912.91 2,153,229.34
4,205,545.26 3,573,170.23
3,797,265.58 3,577,71542
409,676.50 332,083.58
118,286.88 113,989.57
2,379,236,275.54 2,542,163,673.21

6,475,351.20

7,214,761.23

3,374.71 486,897.02
3,374.71 486,897.02
21,267.68 84,834.40
21,267.68 84,834.40
6,457,458.23 7,616,823.85
346,016.94 451,427.12
346,016.94 395,652.88
94,599.99 94,308.49

- 55,774.24
1,716,676.96 1,256,133.47
41,842.99 18,694.03
507,466.28 -
1,167,367.69 1,237,439.44
5,086,798.21 6,812,117.50

(1,038,202.70)

(1,319,785.37)

4,048,595.51

5,492,332.13

The introduction as well as the additional information and notes are an integral part of these financial statements
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13

CASH FLOW STATEMENT

Cash flows from operating activities

Net profit/(loss)

Total adjustments

Amortisation/depreciation

Interest and share of profits (dividends)

Income tax

Increase/decrease in inventories
Increase/decrease in receivables

Change in current liabilities, excluding loans and
advances

Increase/decrease in accrued expenses
Total net cash flow from operating activities
Cash flows from investing activities

Receipts

Payments

Purchase of intangible assets and property, plant and
equipment

Total net cash flow from investing activities

Additional 2017 2016
information PLN PLN
4,048,595.51 5,492,332.13
(9,423,042.43) 3,899,821.91
35,772.99 36,673.18
(92,076.01) (90,815.83)
(34,556.00) (148,889.63)
(713,514.80) 496,088.88
23 (9,231,347.14) (16,624,046.39)
23
471,822.83 20,270,433.13
140,855.70 (39,621.43)
(5,374,446.92) 9,392,154.04
(26,967.48) (11,711.27)
(26,967.48) (11,711.27)
(26,967.48) (11,711.27)

The introduction as well as the additional information and notes are an integral part of these financial statements
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CASH FLOW STATEMENT (cont’d)

Additional 2017 2016

information PLN PLN
Cash flows from financing activities
Receipts 4,087,930.71 -
Loans and advances 4,087,930.71 -
Payments (4,025,371.96) (2,025,371.96)
Dividends and other payments to owners (4,000,000.00) (2,000,000.00)
Payments under financial lease contracts (22,847.98) (21,879.30)
Interest (2,523.98) (3,492.66)
Total net cash flow from financing activities 62,558.75 (2,025,371.96)
Total net cash flow (5,338,855.65) 7,355,070.81
Cash at the beginning of period 22,852,321.80 15,497,250.99
Balance sheet change in cash, of which: (5,338,855.65) 7,355,070.81
- net cash flows [ (5338,855.65)] 7,355,070.81
Cash and cash equivalents at end of year, including: 17,513,466.15 22,852,321.80

— restricted cash

The introduction as well as the additional information and notes are an integral part of these financial statements
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STATEMENT OF CHANGES IN EQUITY

Equity capital at the beginning of period

Equity capital at the beginning of period, after adjustments
Share capital at the beginning of period

Share capital at the end of period

Reserve capital at the beginning of period

Changes in reserve capital

increase

- distribution of profit

decrease

Reserve capital at the end of period
Capital on account of merger at the beginning of period
Capital on account of merger at the end of period

Retained profit/ (loss) at the beginning of period

- loss coverage

decrease

- carry-overs of profit

Retained profit/ (loss) at the end of period

coverage of loss with reserve capital

dividend payout

Net profit/loss

- net profit

Equity capital at the end of period

Equity, as adjusted for the proposed distribution of profit

(coverage of loss)

The introduction as well as the additional information and notes are an integral part of these financial statements

2017 2016
PLN PLN
22,916,467.45 19,424,135.32
22,916,467.45 19,424,135.32
15,102,069.00 15,102,069.00
15,102,069.00 15,102,069.00
2,310,935.32 8,352,658.13
1,492,332.13 (6,041,722.81)
1,492,332.13 2,310,935.32
149233213 | 2.310,935.32 |
. (8,352,658.13)
. (8,352,658.13)
3,803,267.45 2,310,935.32
11,131.00 11,131.00
11,131.00 11,131.00
5,492,332.13 (8,690,898.86)
(5,492,332.13) 8,690,898.86
(1,492,332.13) 2,338,240.73
- 8,352,658.13
(4,000,000.00) (2,000,000.00)
4,048,595.51 5,492,332.13
4,048,595.51 5,492.332.13
22,965,062.96 22,916,467.45
19,965,062.96 18,916,467.45
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Additional information and notes

1.  Foreign exchange rates

Foreign exchange rate effective as at the final

day of the period 31.12.2017 31.12.2016

PLN PLN
EUR/ PLN exchange rate 4.1709 4.4240
GBP/ PLN exchange rate 4.7001 5.1445
Average exchange rates for the period 2017 2016

PLN PLN
EUR/ PLN exchange rate 4.2589 4.3633
GBP/ PLN exchange rate 4.8606 5.3422

The introduction as well as the additional information and notes are an integral part of these financial statements
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Additional information and notes (cont’d)

4. Non-current assets — by ownership title

Own non-current assets

Non-current assets used under financial lease contracts
Total non-current assets in the balance sheet

31.12.2017 31.12.2016
PLN PLN
17,641.80 20,020.27
67,235.10 90,287.13
84,876.90 110,307.40

During the financial year, the Company did not make any impairment charges on property, plant

and equipment.

There were no liabilities to the state or local government budgets due to acquisition of ownership

of buildings and structures as at the balance sheet date.

5.  Outlays on non-financial non-current assets

In 2017, the Company spent PLN 26,967.48 on non-financial non-current assets. Outlays on
non-financial non-current assets in 2016 totalled PLN 11,711.27, including PLN 0 on

environment protection.

6.  Ageing structure of receivables

Receivables from related entities
Current
Past due
up to 30 days
31-60 days

Receivables from related entities

Receivables from other entities
Current
Past due
up to 30 days

over 180 days
Receivables from other entities

The introduction as well as the additional information and notes are an integral part of these financial statements

31.12.2017 31.12.2016
PLN PLN
10,509,092.57 10,082,055.84
10,509,092.57 9,932,502.67
- 149,553.17

- 147,479.67

" 2,073.50
10,509,092.57 10,082,055.84

78,910,344.03

94,351,764.13

78,906,722.44 94,330,500.79
3,621.59 21,263.34
3,621.59 =

- 21,263.34
78,910,344.03 94,351,764.13
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Additional information and notes (cont’d)

7. Impairment charges on receivables

Opening balance at year beginning

Reversal of impairment charge
Closing balance at year end

2017
PLN

2016

PLN
5,071,060.93

5,071,060.93

It was unnecessary to create impairment charges on receivables in 2017 as there were no receivables
overdue for more than 180 days. In 2016, the Company analysed the status of past due receivables;
following that analysis, the Company resolved to reverse an impairment charge on trade receivables
due to the fact that they were impossible to recover and were time-barred.

8.  Prepaid expenses

Non-current prepaid expenses
Deferred income tax assets

Current prepaid expenses
Property insurance

Market shares — annual fees
Information services

Annual fees — licences
Warranty fees

Other current prepaid expenses

9.  Accrued expenses

Current accrued expenses
Provision for unused holiday leaves

Provision for bonuses
Other

The introduction as well as the additional information and notes are an integral part of these financial statements

31.12.2017 31.12.2016

PLN PLN

615,014.38 1,160,815.52

615,014.38 1,160,815.52

11,318.09 10,388.39

408,968.97 334,084.94

23,179.48 16,288.75

6,236.38 6,275.63

171,144.81 84,999.98

4,882.32 4,441.56

625,730.05 456,479.25

1,240,744.43 1,617,294.77
31.12.2017 31.12.2016
PLN PLN
357,886.86 276,121.65
1,738,138.45 1,538,698.10
109,545.70 80,644.76
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2,205,571.01 1,895,464.51

10. Share capital

The Company’s share capital as at 31 December 2017 was composed of 296,119 equal and
indivisible shares with a par value of PLN 51 each.

The following entity was the sole shareholder of the Company as at 31.12.2017 until the signing
date of these financial statements:

Shareholder name Number of Par value of Type of (%) of votes
shares held shares held shares
held
Polenergia S.A. 296,119 15,102,069.00  common 100.00%
296,119 15,102,069.00 100.00%

11. Net financial result

Net profit for financial year from 1 January to 31 December 2016 stood at PLN 5,492,332.13 .
Pursuant to the Ordinary General Meeting resolution dated 12 June 2017, the profit was

allocated as follows:

e PLN 1,492,332.13 (27%) towards the reserve capital,
e PLN 4,000,000.00 (73%) towards dividend payout.

Net profit for financial year from 1 January to 31 December 2017 stood at PLN 4,048,595.51 . The
Management Board recommend that net profit be allocated as follows:

e PLN 1,048,595.51 (26%) towards the reserve capital,
e PLN 3,000,000.00 (74%) towards dividend payout.

12. Loans and advances

On 17 August 2017, the Company entered into an annex to the credit agreement with a bank on the
multi-purpose credit limit; under that annex, the credit limit was increased up to PLN 200 million. It
may be used as follows:

. as a guarantee line up to PLN 170 million;
. as an overdraft up to PLN 30 million.

As at 31 December 2017, the limit was utilised as follows:

The introduction as well as the additional information and notes are an integral part of these financial statements
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. the guarantee line — PLN 142.2 million;
. the overdraft — PLN 4,087,930.71 .

At the order of Polenergia Obrot, the bank issues guarantees for the business partners of Polenergia

Obrot.
The guarantees issued by the bank are not recognised in the balance sheet of Polenergia Obrot.

13. Derivatives valuation

31.12.2017 31.12.2016

PLN PLN

Profit or loss on derivatives (5,372,793.82) 2,016,804.69
Current asset 119,300,589.44 96,624,303.70
Non-current assets 11,102,655.58 11,518,828.13
Total 130,403,245.02 108,143,131.83
Current liabilities 111,292,787.70 85,583,722.50
Non-current liabilities 7,644,978.99 5,717,870.02
Total 118,937,766.69 91,301,592.52

Since 1 January 2013, the Company has been classifying forward contracts for the purchase and/or
sale of energy as derivatives falling within the standards on derivatives. As a result, those contracts are
measured at fair value with fair value changes being charged to the profit and loss account. The result
of contract measurement is presented per saldo in sales revenue. The unutilised portion of the contracts
is subject to measurement; it is broken into a short-term portion, to be exercised within 12 months as
of the balance sheet date, and the long-term portion, to be exercised in the coming years. The forward
contracts were measured using a model relying on market parameters, i.e. market prices discounted
using interest rates. The impact of possible unobservable inputs was insignificant for the derivative
valuation. Forward contracts are related to the deliveries and receipt of electricity and gaseous fuel.
They are exercised through a physical delivery of goods which is regulated in distribution contracts
between Polenergia Obrét and Electricity and Gas Transmission System Operators. Goods deliveries
are settled on a daily-, ten-day or a monthly basis, with immediate or deferred payments, depending
on the contractual terms and conditions agreed with counterparties.

14. Non-current liabilities — ageing structure by maturity date

31.12.2017 31.12.2016

PLN PLN

Liabilities owed to other entities 7,666,819.48 5,763,570.02
e above 1 year up to 3 years 7,666,819.48 5,763,570.02
7,666,819.48 5,763,570.02

Liabilities relate to the valuation of long-term contracts as described in Note 13.

The introduction as well as the additional information and notes are an integral part of these financial statements
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15.

Objectives and Principles of Risk Management

The Company is exposed to the following financial risks due to its business:

e credit risk,

e financial liquidity risk,

e commodity risk,

e foreign exchange risk, and
e interest rate risk.

Financial risks are related to the following financial instruments: inter-company loans, trade
payables and receivables, financial lease, cash and cash equivalents, forward contracts for
electricity. The accounting principles referring to the above instruments are described in the
Introduction to the financial statements. The Company’s risk management policy focuses on
mitigating potential adverse effects on the Company’s financial results. The risk management
issues at Polenergia Obrot are regulated in the Company’s Risk Management Policy and are
addressed according to the rules described in that document. The risk types and risk management
rules have been presented below.

Credit risk is the risk that the Company will suffer financial losses as a result of the default of
the client or counterparty who is a party to the financial instrument; credit risk is mainly related
to debt collection. The Company follows a credit policy, where credit risk exposure is monitored
on an ongoing basis. The Company analyses the amount of overdue debt, makes impairment
charges, and presses legal charges, if justified. The table presenting the status of receivables has
been presented in Note 6.

The liquidity risk is the risk that the Company is unable to repay its financial liabilities when
due. As regards liquidity management, the Company focuses on a detailed analysis of receivable
collection and maturity dates of liabilities, ongoing monitoring of bank accounts and keeping
open credit lines.

Commodity risk is related to the Company’s operations on the energy market which is known
for high volatility of prices. In order to management commodity risk, it is necessary to keep the
risk exposure within acceptable boundaries while optimising the return on risk.

The currency risk is related to the possible changes in cash flows generated by the Company
due to the volatility of exchange rates for currencies in which those figures are denominated.
Polenergia Obrét is exposed to the currency risk due to trading in electricity on foreign markets
and participation in the market for trading of CO2 emission rights. The Company’s exposure to
currency risk is largely mitigated in a natural manner, i.e. sales revenues and the corresponding
purchase costs, as well as receivables and payables are generated in a foreign currency.

The interest rate risk to which the Company is exposed is related to the loans and advances
agreements, financial lease contracts, as well as financial assets in the form of bank deposits and
loans made.

The introduction as well as the additional information and notes are an integral part of these financial statements
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16. Net revenues from sale of products, goods and materials by category and

territory

Item

Revenues from sales of services
related entities
- property rights
management services

- OHT services
- management services
- other

Revenues from sales of goods and
materials

related entities

— electricity

- gas

- property rights
unrelated entities

— electricity

- gas

- property rights

Other income
- contract valuation

- other

Total revenues from sales

Revenues from Revenues from Total
domestic sales export sales
PLN PLN PLN
4,059,735.55 - 4,059,735.55
4,059,735.55 - 4,059,735.55
940,660.23 - 940,660.23
1,657,541.36 - 1,657,541.36
1,390,183.96 - 1,390,183.96
71,350.00 - 71,350.00
2,033,360,899.25 354,635,930.07 2,387,996,829.32
116,063,876.93 - 116,063,876.93
22,826,018.96 - 22,826,018.96
1,149,073.94 - 1,149,073.94
92,088,784.03 - 92,088,784.03
1,917,297,022.32 354,635,930.07 2,271,932,952.39

1,601,681,601.54
270,227,788.96
45,387,631.82

2,377,886.49
(5,372,793.82)
7,750,680.31

353,060,072.58

1,575,857.49

2,119,431.90

2,119,431.90

1,954,741,674.12
270,227,788.96
46,963,489.31

4,497,318.39
(5,372,793.82)
9,870,112.21

2,039,798,521.29

356,755,361.97

2,396,553,883.26

The introduction as well as the additional information and notes are an integral part of these financial statements
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17. Other operating income

Other, including:
- other

18. Other operating expenses

Other, including:
- other operating expenses

19. Financial income

Interest accrued on:
- loans granted
- bank deposits
- trade receivables
Other, including:
- foreign currency exchange gains
- other

20. Financial expenses

Interest accrued on:

- overdue amounts to the budget
- bank loans

- trade receivables

- liabilities under lease contracts
- deposits and investments

Other, including:
- foreign currency exchange losses
- sureties and guarantees
- commissions realised
- other

2017 2016

PLN PLN
3,374.71 486,897.02
3,374.71 486,897.02
3,374.71 486,897.02
2017 2016

PLN PLN
21,267.68 84,834.40
21,267.68 84,834.40
21,267.68 84,834.40
2017 2016

PLN PLN
346,016.94 395,652.88
96,399.99 94,308.49
241,616.40 280,983.46
8,000.55 20,360.93

- 55,774.24

: 21,342.04

- 34,432.20
346,016.94 451,427.12
2017 2016

PLN PLN
41,842.99 18,694.03
74.00 4,622.29
16,328.28 10,569.96
59.25 9.12
2,523.98 3,492.66
22,857.48 -
1,674,833.97 1,237,439.44
507,466.28 -
151,620.51 225,442.14
929,669.50 817,592.43
86,077.68 194,404.87
1,716,676.96 1,256,133.47

The introduction as well as the additional information and notes are an integral part of these financial statements
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21. Income tax

2017 2016
PLN PLN
Gross profit 5,086,798.21 6,812,117.50
Expenses that are not tax deductible 1,032,975.57 294,625.53

Income other than tax income

Tax income other than balance sheet income

Tax-deductible costs other than balance sheet costs

(318,680.54)
5,792,129.01

(39,851.91)

(2,650,053.26)
162,096.18

(141,135.90)

Tax base 11,553,370.34 4,477,650.05
Utilisation of tax loss 3,069,832.37 3,899,704.84
Tax base 8,483,537.97 577,945.21
Current income tax (19%/19%) (1,611,872.00) (109,810.00)
Change in the balance of deferred income tax 573,669.30 (1,209,975.37)
Income tax disclosed in the income statement (1,038,202.70) (1,319,785.37)

Tax authorities may audit books of accounts and tax returns within 5 years after the end of the
year in which the tax returns were filed, and assess additional tax to be paid by the Company,
including fines and interest. In the opinion of the Company’s Management Board, there are no
circumstances indicating that significant liabilities may arise on that account.

The introduction as well as the additional information and notes are an integral part of these financial statements
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22. Deferred income tax

31.12.2017 31.12.2016
PLN PLN

Taxable temporary differences between the asset value
disclosed in the books of accounts and their tax value,
including:
- Interest accrued - not received 5,579.10 21,263.34
- interest on loans 377,482.18 282,882.19
- contract valuation 11,465,478.33 16,841,539.31
- revenue provision -532,836.71 -115,410.00
- unrealised exchange differences -161,191.47 16,186.26
Total taxable temporary differences 11,154,511.43 17,046,461.10
Taxable temporary differences covered by the
provision for deferred tax 11,154,511.43 17,046,461.10
Provision for deferred income tax (at 19%/19%) 2,119,357.18 3,238,827.62
Deductible temporary differences between the asset and
liabilities value disclosed in the books of accounts and
their tax value, including:
- provisions established 2,407,045.37 1,906,464.51
- brokerage services 0.00 4,079.01

Total deductible temporary differences
Deductible temporary differences covered by the

2,407,045.37

1,910,543.52

asset for deferred tax 2,407,045.37 1,910,543.52
Tax loses to be utilised 829,872.44 4,199,011.86
Tax losses covered by the asset for deferred tax 829,872.44 4,199,011.86
Deferred income tax assets (19%/19%) 615,014.38 1,160,815.52
Change in the value of deferred tax assets 573,669.30 (1,209,975.36)

Tax loses to be utilised

Loss amount
to be settled as

Loss amount
to be settled as

at at
31.12.2017 31.12.2016
Tax loss for the year 2012 0.00 535,837.55
Tax loss for the year 2013 0.00 283,083.72
Tax loss for the year 2014 829.872.45 3,080,783.55
829,872.45 3,899,704.81

The introduction as well as the additional information and notes are an integral part of these financial statements
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23. Reconciliation of cash flows

Balance sheet movement in current receivables

Adjustment by contract valuation
Adjustment by income tax receivables

Change in receivables disclosed in the cash flow
statement

Balance sheet movement in current trade payables

Balance sheet movement in contract liabilities

2017 2016

PLN PLN
14,406,800.05 (16,423,644.52)
(22,260,113.19) (1,559,266.87)
(1,378,034.00) 1,358,865.00
(9,231,347.14) (16,624,046.39)

(28,412,383.57)

20,706,942.30

27,846,003.70 (436,509.17)
Bal heet t in other liabiliti
alance sheet movement in other liabilities 1.038,202.70 )
Change in current liabilities, excluding loans and
advances, as presented in the cash flow statement
471,822.83 20,270,433.13

Polenergia Obrot Spotka Akcyjna has no subsidiaries. Polenergia S.A with its registered office
in Warsaw, at ul. Krucza 24/26, registered in the National Court Register under 0000026545 is
the entity that prepares the consolidated financial statements at the medium level of the group

Kulczyk Investments S.A. with its registered office in Luxembourg, 15 Rue Edward Steichen,
registered with R.C.S. Luxembourg under the number B126198 is the entity that prepares the
consolidated financial statements at the top level of the group of which the Company is a

24. Consolidation
of which the Company is a member.
member.

25. Events after the balance sheet date

There had been no material events affecting the Company’s assets and financial standing as at
the balance sheet date between the balance sheet date and the signing date of the financial
statements.

The introduction as well as the additional information and notes are an integral part of these financial statements



Polenergia Obrot S.A. 2

Financial Statements as at and for the year ended 31 December 2017

Additional information and notes (cont’d)

26. Employment
Average headcount in the individual professions throughout financial year was as follows:
2017 2016
Number of Number of
individuals individuals
Workers 0 0
Non-worker positions 9 8
Average headcount 9 8
27. Remuneration of the Management Board and of the Supervisory Board
Remuneration paid and due totalled:
2017 2016
PLN PLN
Management Board 1,578,000.00 1,984,780.00
28. Transactions with individuals who are members of the managing and supervisory
bodies
As at 31.12.2017, no loans or similar benefits were granted to individuals who are members of
the managing and supervisory bodies
29. Litigation

A limited liability company called Eolos Sp. z 0.0. filed for the joint and several payment from
the subsidiaries of Polenergia S.A., i.e. Certyfikaty Sp. z 0.0. and Polenergia Obrét S.A., of
contractual penalties and outstanding amounts totalling PLN 27,895 thousand due to alleged
non-performance of contracts that expired on 5 January 2016. The plaintiff states in its statement
of claims that its claim may be higher because the contractual penalty the payment of which the
plaintiff is seeking will grow. The companies reject the entire suit; furthermore, Polenergia
Obrét S.A. is of the opinion that the basis for Polenergia Obrot S.A.’s alleged joint and several
liability for the obligations of Certyfikaty Sp. z 0.0., as indicated by Eolos Polska Sp. z 0.0. is
incorrect.

The introduction as well as the additional information and notes are an integral part of these financial statements
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Polenergia Obrot S.A. L

Financial Statements as at and for the year ended 31 December 2017

Additional information and notes (cont’d)

31. Material related-party transactions

The Company did not enter into any material transactions with related parties in the financial year
covered by the financial statements, on terms and conditions other than the arm’s length ones.

32. Fee of the entity authorized to audit financial statements

The fee paid out or payable to the entity authorised to audit financial statements for the financial
years ended 31 December 2017 and 31 December 2016:

2017 2016
PLN PLN
Financial audit 18,000.00 18,000.00

The introduction as well as the additional information and notes are an integral part of these financial statements
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