
 

 

  

aŀƴŀƎŜƳŜƴǘ .ƻŀǊŘΩǎ ǊŜǇƻǊǘ ƻƴ ŀŎǘƛǾƛǘƛŜǎ  

of PGE Polska Grupa Energetyczna S.A.    
and PGE Capital Group  

 

for the year 2016  

 

 

 
ended December 31, 2016  
 



 
aŀƴŀƎŜƳŜƴǘ .ƻŀǊŘΩǎ ǊŜǇƻǊǘ ƻƴ ŀŎǘƛǾƛǘƛŜǎ ƻŦ tD9 tƻƭǎƪŀ DǊǳǇŀ 9ƴŜǊƎŜǘȅŎȊƴŀ {Φ!Φ 
and PGE Capital Group of for the year 2016  

 

2 of 165 

Table of contents 
INTERVIEW WITH THE CEO OF PGE POLSKA GRUPA ENERGETYCZNA S.A. 3 
1. Description of activity of the Capital Group 8 

1.1. Business model 9 
1.2. Ethical culture of the organisation 11 
1.3. Employment in the Capital Group 11 
1.4. Description of organisation 15 

2. tD9 DǊƻǳǇΩǎ ǎǘǊŀǘŜƎȅ ŀƴŘ ƛǘǎ implementation 20 

2.1. Updated strategy of the Capital Group 20 
2.2. Implementation of key projects within the strategic objectives 21 

3. Risks and opportunities 32 
4. PGE Capital Group in 2016 36 

4.1. Key financial results of the PGE Capital Group 36 
4.2. Key operational figures of PGE Capital Group 42 
4.3. Conventional Generation segment 46 
4.4. Renewables segment 55 
4.5. Distribution segment 61 
4.6. Supply segment 66 
4.7. Other operations 68 
4.8. Entity authorised to audit of financial statements 69 
4.9. Significant events of the reporting period and subsequent events 70 
4.10. Transactions with related entities 74 
4.11. Publication of financial forecasts 74 
4.12. Management of financial resources and financial liquidity 75 
4.13. tǊƻǎǇŜŎǘǎ ŦƻǊ ǘƘŜ /ŀǇƛǘŀƭ DǊƻǳǇΩǎ ŘŜǾŜƭƻǇƳŜƴǘ 82 

5. Electricity market in 2016 and regulatory and business environment 83 

5.1. Macroeconomic environment 83 
5.2. Market environment 84 
5.3. Regulatory environment 88 
5.4. Supply markets 96 

6. Management of corporate social responsibility and sustainable development at PGE Group 102 

6.1. Involvement in CSR initiatives 102 
6.2. Customer 103 
6.3. Security of supplies 106 
6.4. Building value 107 
6.5. Economy 109 

7. Report on activities of the Issuer 111 

7.1. Key financial results of PGE S.A. 111 
7.2. Key operational figures of PGE S.A. 118 
7.3. Ownership structure 119 
7.4. Dividend policy 120 
7.5. Rating  120 
7.6. Shares of PGE S.A. and its quotations 121 
7.7. Investor relations of PGE S.A. 122 
7.8. Reporting calendar of PGE Capital Group and PGE S.A. 123 

8. Statement on implementation of Corporate Governance 124 

8.1. Corporate governance principles which the Company was obliged to follow in 2016 124 
8.2. wǳƭŜǎ ŦƻǊ ŀƳŜƴŘƳŜƴǘǎ ǘƻ ǘƘŜ /ƻƳǇŀƴȅΩǎ {ǘŀǘǳǘŜǎ 127 
8.3.  Composition and the description of operations of the management and supervisory bodies of the 

 and committees of the supervisory body 129 Company
8.4. Information about shares and other securities 141 

9. Statements of the Management Board 143 
10. !ǇǇǊƻǾŀƭ ƻŦ ǘƘŜ aŀƴŀƎŜƳŜƴǘ .ƻŀǊŘΩǎ wŜǇƻǊǘ 144 
OVERVIEW OF GRI G4 AND Global Compact INDICATORS 145 
Glossary 149 
Appendix 1 Statement on disclosure of non-financial data by PGE Group 152 



 
aŀƴŀƎŜƳŜƴǘ .ƻŀǊŘΩǎ ǊŜǇƻǊǘ ƻƴ ŀŎǘƛǾƛǘƛŜǎ ƻŦ tD9 tƻƭǎƪŀ DǊǳǇŀ 9ƴŜǊƎŜǘȅŎȊƴŀ {Φ!Φ 
and PGE Capital Group of for the year 2016  

 

3 of 165 

INTERVIEW WITH THE CEO OF PGE POLSKA GRUPA ENERGETYCZNA S.A.  

άThe energy industry all over the world is being reshaped, forcing electric utilities to seek out new growth paths. In this 
challenging environment, we have redefined the foundations upon which we want to build our futureΦέ  

Henryk Baranowski, CEO of PGE Polska Grupa Energetyczna, on challenges facing PGE Group, its new development path, 
ǊŜǎǳƭǘǎ ƻŦ нлмс ŀƴŘ ǘƘŜ ŜƴŜǊƎȅ ƛƴŘǳǎǘǊȅΩǎ ŦǳǘǳǊŜΦ 

Study of global changes shows that the arrival of new technologies can 
upend traditional business models. The energy industry is facing the 
change. How ŘƻŜǎ ǘƘŜ ƳŀƴŀƎŜƳŜƴǘ ǿŀƴǘ ǘƻ ŜƴǎǳǊŜ tD9Ωǎ ƳŀǊƪŜǘ 
success in the long term? 

Searching for new solutions is becoming exceptionally important these 
days. The energy industry all over the world is being reshaped, forcing 
utilities to seek out new growth paths. This is the reason why in this 
challenging environment our Group has redefined the foundations upon 
which we want to build our future.  

How will the new strategy help PGE to meet the challenges of modern 
energy industry? 

We want to combine high efficiency in every area of our business activities 
with high flexibility, understood as readiness to quickly adapt to current 
market and regulatory conditions. We are focusing on modern 
technologies and effective management as well as the development of 
new business areas. We are searching for new growth vectors such as 
electromobility, integration of dispersed sources within a system or 
energy efficiency. We want to be closer to our clients, to better 
understand them and to provide them with increasingly comprehensive 
services, all the while guaranteeing safe energy supplies. In our updated 
strategy, we emphasise the obligation to do business in compliance with 

ǘƘŜ ǾŀƭǳŜǎ ŀƴŘ ǊǳƭŜǎ ŘŜŦƛƴŜŘ ƛƴ tD9 DǊƻǳǇΩǎ 9ǘƘƛŎǎ /ƻŘŜ ŀƴŘ ǘƻ ŘŜǾŜƭƻǇ ƛƴ ŀ ŎƻƴǎŎƛƻǳǎ ŀƴŘ ǎǳǎǘŀƛƴŀōƭŜ Ƴŀƴƴer.   

PGE Group is very heavily involved in energy investments in Poland. What about the progress at the most important 
ŎƻƴǎǘǊǳŎǘƛƻƴ ǎƛǘŜǎ ŀƴŘ ǿƘŀǘ ŀǊŜ ǘƘŜ DǊƻǳǇΩǎ ƛƴǾŜǎǘƳŜƴǘ ǇƭŀƴǎΚ 

Investments in new capacities are progressing in line with the plan. Two units with total capacity of 1800MW and contract 
ǾŀƭǳŜ ƻŦ ŀōƻǳǘ t[b мм ōƛƭƭƛƻƴ ŀǊŜ ōŜƛƴƎ ōǳƛƭǘ ŀǘ hǇƻƭŜ ǇƻǿŜǊ ǇƭŀƴǘΦ ¢Ƙƛǎ ǇǊƻƧŜŎǘ ƛǎ ŀǇǇǊƻȄΦ тл҈ ŎƻƳǇƭŜǘŜΦ !ǘ ¢ǳǊƽǿ ǇƻǿŜǊ 
plant, a 490MW unit worth PLN 4 billion is being constructed. We completed a project of 138MW gas-and-steam unit at 
DƻǊȊƽǿ /ItΣ ŀƴŘ ǿŜ ŀǊŜ ȅŜǘ ǘƻ ŜȄŜŎǳǘŜ ǎŜǾŜǊŀƭ ƳƻŘŜǊƴƛǎŀǘƛƻƴ ǇǊƻƧŜŎǘǎ ǘƘŀǘ ǿƛƭƭ ƛƳǇǊƻǾŜ ǘƘŜ ŜƳƛǎǎƛƻƴ ǇǊƻŦƛƭŜǎ ƻŦ ƻǳǊ ǳƴƛǘǎ 
ŀƴŘ ŜȄǘŜƴŘ ƻǳǊ ǇǊƻŘǳŎǘƛƻƴ ŀǎǎŜǘǎΩ ƭƛŦŜŎȅŎƭŜǎΦ ²Ŝ ŀǊŜ ŀƭǎƻ ǇƭŜŀǎŜŘ ǿƛǘƘ ƛƴǾŜǎǘƳŜƴǘǎ ƛƴ ǘƘŜ ŘƛǎǘǊƛōǳǘƛƻƴ ǎŜgment, launch in 
нлмс ƻŦ ǘƘŜ ǎƻ ŎŀƭƭŜŘ /Ȋƻǎƴƽǿ Ƙǳō ŀƴŘ Ǉƛƭƻǘ !aL ƳŜǘŜǊƛƴƎ ƛƴ _ƽŘȋ ŀƴŘ .ƛŀƱȅǎǘƻƪΦ  

tƭŜŀǎŜ Ǝƻ ƻǾŜǊ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǊŜǎǳƭǘǎ ƛƴ нлмсΦ 

2016 was a period of intense work for us, which yielded satisfactory results in both operating and financial terms. After the 
ŎƻƳǇƭŜǘƛƻƴ ƻŦ ŀ ŎƻƳǇǊŜƘŜƴǎƛǾŜ ƳƻŘŜǊƴƛǎŀǘƛƻƴ ŀǘ .ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ ǇƭŀƴǘΣ ǿŜ ǎǳōǎǘŀƴǘƛŀƭƭȅ ƛƴŎǊŜŀǎŜŘ ƭƛƎƴƛǘŜ-based electricity 
production as of the third quarter. We produced a total of 54 TWh in the entire year and despite a busy overhaul schedule 
for conventional units, only 3% less than in the preceding year. Group EBITDA significantly exceeded PLN 7 billion, which I 
consider a fair result in the context of falling electricity prices and the rising costs of CO2 emission allowances.   

What can we expect in 2017? 

CǊƻƳ ŀƴ ƻǇŜǊŀǘƛƴƎ Ǉƻƛƴǘ ƻŦ ǾƛŜǿΣ tD9 DǊƻǳǇΩǎ ŘŜǾŜƭƻǇƳŜƴǘ ƛƴ ǘƘŜ ŎƻƎŜƴŜǊŀǘƛƻƴ ŀǊŜŀ ƭƻƻƪǎ Ƴƻǎǘ ƛƴǘŜǊŜǎǘƛƴƎΦ Lƴ ƭƛƴŜ ǿƛǘƘ ǘƘŜ 
DǊƻǳǇΩǎ ǎǘǊŀǘŜƎȅΣ ǿŜ ƛƴǘŜƴŘ ǘƻ ŎŀǊǾŜ ƻǳǘ ƻǳǊ ŎƻƳōƛƴŜŘ ƘŜŀǘ-and-power plants into a separate company. Our two largest 
ǇǊƻƧŜŎǘǎΣ hǇƻƭŜ ŀƴŘ ¢ǳǊƽǿΣ ǿƛƭƭ ōŜ ŎƻƴǘƛƴǳŜŘ ƛƴ нлмтΦ ²Ŝ ŀǊŜ ŀƭǎƻ ŜȄǇŜŎǘƛƴƎ ǘƻ ǎŜŜ Ŧƛƴŀƭ ŀǊǊŀƴƎŜƳŜƴǘǎ ǊŜƎŀǊŘƛƴƎ ǘƘŜ 
capacity market. 
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JANUARY Opole II project: overall 
progress exceeding 30% 

MARCH 
Completion of NOx 

reduction installation for 
units 1,2 and 4  

in Opole power plant 

Opole II project: overall 
progress exceeding 70% 

APRIL 
Signing of agreement  
on initiation of Polska 
DǊǳǇŀ DƽǊƴƛŎȊŀ  

(Polish Mining Group) 

JUNE 

JULY Opole II project: overall 
progress exceeding 50% 

Foundation stone for the 
construction of unit in 
¢ǳǊƽǿ όпфл a²ύ 

Agreement with PGNiG for 
Ǝŀǎ ǎǳǇǇƭȅ ǘƻ /It wȊŜǎȊƽǿ 

and CHP Lublin 
SEPTEMBER Release of updated 

business strategy 

OCTOBER 

Modernisation of unit 10  
όофл a²ύ ƛƴ .ŜƱŎƘŀǘƽǿ 

completed 

Commissioning of deSOx 

installation for units 4, 5 
ŀƴŘ с ƛƴ ¢ǳǊƽǿ  

power plant 

DECEMBER 
Beginning of trial run  
of gas and steam unit  
ƛƴ DƻǊȊƽǿ /It 

Modernisation of unit 9  
όофл a²ύ ƛƴ .ŜƱŎƘŀǘƽǿ 

completed 

Establishment of the 
company ElectroMobility 

Poland 

Letter of intent  
regarding the investment  
in Polimex-Mostostal S.A.  

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2016 

Issue of the Notice to 
Proceed for installation of 
thermal processing with 

energy recovery in 
wȊŜǎȊƽǿ /It 
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1. Description of activity of the Capital Group 

Capital Group of PGE Polska Grupa Energetyczna S.A. (άtD9 /ŀǇƛǘŀƭ DǊƻǳǇέΣ ǘƘŜ ά/ŀǇƛǘŀƭ DǊƻǳǇέΣ άtD9 DǊƻǳǇέ the 
άDǊƻǳǇέ) is the largest vertically integrated producer of electricity and leading electricity supplier in Poland. 

¢ƘŜ ǇŀǊŜƴǘ ŎƻƳǇŀƴȅ ƻŦ tD9 /ŀǇƛǘŀƭ DǊƻǳǇ ƛǎ tD9 tƻƭǎƪŀ DǊǳǇŀ 9ƴŜǊƎŜǘȅŎȊƴŀ {Φ!Φ όάtD9 {Φ!ΦέΣ άtD9έΣ ǘƘŜ ά/ƻƳǇŀƴȅέ, 
ǘƘŜ άLǎǎǳŜǊέ).  

PGE Group currently organizes its activities in the following four main business segments: 

Á Conventional Generation  
 
Core business of the segment includes search and extraction of lignite and production of energy in 
conventional power plants and CHP plants as well as supporting operations in this respect. 
 

Á Renewables 
 
Core business of the segment includes electricity generation from renewable sources and in pumped-storage 
power plants. 
 

Á Distribution  
 
Core business of the segment includes management of local distribution grids and distribution of electricity. 
 

Á Supply 
 
Core business of the segment includes sale and purchase of electricity and gas on wholesale market, trading of 
CO2 allowances and energy certificates and purchase and supply of fuels, as well as sale of electricity and 
provision of services to end users. 
 

Other Operations include provision of services by the subsidiaries to the Capital Group, for example obtaining of 
financing, IT services, telecommunication services, accounting and HR services. Additionally, Other Operations 
include a subsidiary, whose main activities are preparation and execution of nuclear power plant construction 
project. 

  

G4 

G4-3 
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1.1. Business model 

Thanks to the combination of its own lignite deposits, generation assets and distribution network, PGE guarantees safe and reliable supply of electricity 
to over 5 million customers. 

Production, supply and sales of electricity to the 

market 

 

Production, supply and sales of certificates to the 

market 

 

Trading of CO2 allowances 
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1.1.1. Production, supply and sales of electricity to the market 

Electricity generated by so called Centrally dispatched generating units (power plants) and heat in Conventional Generation 
was traded under power exchange obligation through the Polish Power Exchange (TGE). Other wholesale trading (for 
example from CHPs) was realized by the Supply segment. 

Electricity produced from renewable sources and in pumped-storage power plants is:  

Á purchased by Supply segment if located at area of operation of PGE Dystrybucja or 
Á purchased by the supplier acting at particular area of operation. 

Supply segment is responsible for wholesale trading of electricity, trading of related products and fuels on domestic 
and international market as well as sale and supply of electricity and fuels to end-users:    

Á Business customers ς enterprises and institutions, on free market rules (market not regulated) 
Á Tariff A ς large industry (high voltage) such as steelworks, mines, large factories  
Á Tariff B ς Large and medium enterprises (medium voltage) such as shopping malls, hospitals and industrial 

customers  
Á Tariff C ς Small and medium enterprises and institutions (low voltage) such as shops, service outlets, farms  

Á Households (TPA) Third-party access rule allows sale to households on a competitive market outside of 
historical distribution area 

Á Households and housing cooperatives (G tariff group) within regulated market. 

In addition, Supply segment sells electricity to PGE Dystrybucja S.A. to cover network losses connected with the 
distribution of electricity. 

Distribution segment manager by PGE Dystrybucja S.A. is responsible for supply of electricity to final off-takers on its 
operation area through the HV, MV and LV grid. 

1.1.2. Production, supply and sales of certificates to the market 

Cogeneration energy certificates of origin (Red and Yellow in PGE DǊƻǳǇΩǎ case) are generated in CHPs. Green 
certificates are generated in renewable units but also in conventional units from combustion and co-combustion of 
biomass In power plants and CHPs.  

Trading of certificates pass mainly through TGE.  

Some trading agreements with local suppliers include sale of green certificates together with the electricity sold. 

Supply segments purchases certificates of origin in order to redeem them respectively to the obligation regarding 
sales of electricity to end-user (currently Green, Red, Yellow, Blue, Purple and White). 
 

1.1.3. Trading of CO2 allowances  

Internationally traded CO2 allowances are purchased on power exchanges and trading platforms.  

Supply segment purchase CO2 allowances to cover emissions of Conventional Generation segment. It also manages 
trading of CO2 allowances. 

Conventional Generation segment redeems the allowances respectively to the actual CO2 emission.  
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1.2. Ethical culture of the organisation  1 

In June 2016, the Management Board of PGE S.A. and the management boards of the other PGE Group companies adopted 2 
ŀ ƪŜȅ ŘƻŎǳƳŜƴǘ ŦƻǊ ǘƘŜ ƻǊƎŀƴƛǎŀǘƛƻƴΩǎ ŜǘƘƛŎŀƭ ŎǳƭǘǳǊŜ ς tD9 DǊƻǳǇΩǎ 9ǘƘƛŎǎ /ƻŘŜ. 3 

The Code constitutes a system of values and principles that guide everyday work at each job. The Code confirms PGE 4 
DǊƻǳǇΩǎ ŎƻƳƳƛǘƳŜƴǘ ǘƻ ƻǇŜǊŀǘƛƴƎ ƛƴ ǊŜǎǇŜŎǘ ƻŦ ǘƘŜ ƭŀǿ ŀǎ ǿŜƭƭ ŀǎ ƛƴǘŜǊƴŀƭ ǊŜƎǳƭŀǘƛƻƴǎ ŀƴŘ ǘƘŜ ƘƛƎƘŜǎǘ ǎǘŀƴŘŀǊŘǎΦ Lǘ Ŏƻƴǘŀƛƴǎ 5 
practical guidelines for implementing our obligations.  6 

¢ƘŜ /ƻŘŜ ŎƻǾŜǊǎ tD9 DǊƻǳǇΩǎ ƻǇŜǊŀǘƛƻƴǎ ŀǎ ǿŜƭƭ ŀǎ ǊŜƭŀǘƛƻƴǎ ǿƛǘƘ ŜƳǇƭƻȅŜŜǎΣ ŎƭƛŜƴǘǎΣ ōǳǎƛƴŜǎǎ ǇŀǊǘƴŜǊǎ ŀƴŘ ǘƘŜ ǿƛŘŜǊ 7 
market environment. 8 

All employees at every PGE Group entity, including the management and all co-operators, are required to follow the Code. 9 
9ƳǇƭƻȅŜŜ ǘǊŀƛƴƛƴƎ ƻƴ tD9 DǊƻǳǇΩǎ 9ǘƘƛŎǎ /ƻŘŜ ǿŀǎ ƛƴƛǘƛŀǘŜŘ ƛƴ нлмс.  10 

Furthermore, intense educational and communication activities are on-going throughout the Group regarding compliance 11 
within the organisation and outside as substantial support for the Compliance Management System. 12 

1.3. Employment in the Capital Group 13 

9ƳǇƭƻȅŜŜǎ ŀǊŜ tD9 DǊƻǳǇΩǎ Ƴƻǎǘ ǾŀƭǳŀōƭŜ ŀǎǎŜǘΦ ¢Ƙŀƴƪǎ ǘƻ ǘƘŜƛǊ ŜȄǇŜǊƛŜƴŎŜ ŀƴŘ ƛƴǾƻƭǾŜƳŜƴǘΣ ǿŜ Ŏŀƴ ōǳƛƭŘ ŀƴ ƻǊƎŀƴƛǎŀǘƛƻƴ 14 
that is based on values, where social responsibility is combined with business objectives. PGE Group is a place for people 15 
with passion and the motivation to act. Our ambition is to be the most effective energy group in Poland. This means 16 
implementing best corporate governance practices as regards human capital management, business decision support and 17 
effectiveness management as well as standardisation of support processes. 18 

1.3.1. Employment structure in PGE Capital Group  19 

PGE Group is among of the five largest employers in Poland, providing stable employment to more than 38 000 people at 20 
over 200 locations throughout the country. PGE Group employees extract lignite in open-pit mines, operate power and 21 
power-and-heat plants, produce wind and water energy as well as apply economic knowledge to analyse investment 22 
feasibility or develop long-term operating strategies for PGE Group and each of its business lines. 23 

Table: Employment level.  24 

In FTEs  
 

% 
 

% 

  Dec. 31, 2016 Dec. 31, 2015 change Dec. 31, 2014 change 

Total employment in PGE 
Group, including: 

38,471.00 38,876.80 
-1% 

39,977.34 -3% 

Conventional Generation 22,787.61 23,197.78 -2% 23,903.16 -3% 

Renewable Energy 509.10 518.95 -2% 576.83 -10% 

Supply 2,066.10 2,001.85 3% 2,112.74 -5% 

Distribution 10,238.91 10,298.40 -1% 10,648.25 -3% 

Other operations 2,869.28 2,859.82 
 

0% 2,736.36 +5% 

  25 

G4 

G4-56 
 

GC 

GC-10 
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1.3.2. Human Capital Management Strategy of the PGE Group 26 

The key document supporting the management of workplace area is the Human Capital Management Strategy for the PGE 27 
DǊƻǳǇ όάI/a {ǘǊŀǘŜƎȅέύ, which was adopted in 2015. In 2016 PGE Group continued cooperation in implementation of the 28 
initiatives described in HCM Strategy.  29 

Key activities in the last year were also focused on comprehensive transformation of HCM area, consisting of 30 
implementation of the Model HR as a Business Partner, what is strictly connected with the split of transactional functions of 31 
HR (e.g. staff) from strategic HR.  32 

Workplace Architecture is the most important HR tool implemented in 2016, introducing a consistent Group-wide system 33 
for defining workplace requirements, which is essential for effectively managing human capital. Thanks to Workplace 34 
Architecture, HR solutions can be more harmonised. An IT tool (SAP HRM) was also developed and will support employee 35 
competence assessment processes from 2018.  36 

1.3.3. New employees in PGE Group  37 

tD9 DǊƻǳǇ ŀǇǇƭƛŜǎ ŎƻƳƳƻƴ ǎǘŀƴŘŀǊŘǎ ŦƻǊ ǘŀƭŜƴǘ ǎŜŀǊŎƘƛƴƎ ŀƴŘ ǊŜŎǊǳƛǘƳŜƴǘΣ ǿƘƛŎƘ ŀǊŜ ŘŜǎŎǊƛōŜŘ ƛƴ άtD9 DǊƻǳǇΩǎ ŎƻǊǇƻǊŀǘŜ 38 
ŜƳǇƭƻȅƳŜƴǘ ǊǳƭŜǎΦέ Lƴ ǊŜŎǊǳƛǘƛƴƎ ŜƳǇƭƻȅŜŜǎΣ tD9 DǊƻǳǇ ǘŀƪŜǎ ŜŦŦƻǊǘ ǘƻ ŜƴǎǳǊŜ ǘƘŀǘ ǘƘŜ ǇǊƻŎŜǎǎ is transparent, friendly for 39 
participants and effective for the company. 40 

PGE Group actively operates internship programmes for students and graduates. By implementing such programmes, PGE 41 
Group strives to close age and competence gaps and to continuously build an organisational culture that promotes 42 
involvement, professionalism and innovativeness.  43 

Programs included: 44 

Á In October 2016, PGE Group in cooperation with PKN Orlen S.A. and PGNiG S.A. began implementing the 45 
#Energy for the Future internship programme under the auspices of the Energy Ministry. ¢ƘŜ ǇǊƻƎǊŀƳƳŜΩǎ 46 
participants include graduates and students who during a year-long internship will gain experience in their areas 47 
of interest and get to know the specifics of working in the energy industry.  48 

Á In 2016 PGE Group continued ŎƻƻǇŜǊŀǘƛƻƴ ǿƛǘƘ ǘƘŜ [ŜǎƱŀǿ !Φ tŀƎŀ CƻǳƴŘŀǘƛƻƴ within the Energy Academy ς 49 
addressed to people fascinated by energy and wanting to develop their careers in this industry. The Academy 50 
participants gain the opportunity of attending paid internships at PGE Group.  51 

1.3.4. ά¢ǳǊƴ ¢ƘŜ tƻǿŜǊ hƴέ ς an on-boarding programme for new employees at PGE S.A.  52 

We foster the sense of belonging at PGE Group from day one. To this end, every new employee undergoes an adaptive 53 
programme at the company where they are hired and at Group-level.  54 

1.3.5. Generational gap threat at PGE Group 55 

In connection with a generational gap being an issue, some aspects of the Human Capital Management Strategy are 56 
becoming urgent. In the coming years, the Group plans to undertake initiatives intended to close this generational gap. One 57 
example is an educational programme prepared by PGE Dystrybucja S.A. in 2016 in connection with forecasts for a 58 
generational gap among electric technicians. Cooperation was established with first- and second-level vocational schools 59 
and universities concerning internships, provision of specialist equipment to school workshops and organisation of teaching 60 
sessions. 61 

1.3.6. Employee training and development 62 

tD9 DǊƻǳǇ ŀƛƳǎ ǘƻ ŀǇǇǊƻǇǊƛŀǘŜƭȅ ǳǎŜ ƛǘǎ ŜƳǇƭƻȅŜŜǎΩ ŎƻƳǇŜǘŜƴŎŜǎ ŀƴŘ ŜŦŦŜŎǘƛǾŜƭȅ ƳŀƴŀƎŜ ǘƘŜ ǘǊŀƴǎŦŜǊ ƻŦ ǘƘŜƛǊ ƪƴƻǿƭŜŘƎŜ 63 
and skills. Continuous development is important, as is the improvement of competences, therefore every effort is made to 64 
ensure that employees have opportunities to raise their qualifications by participating in specialist training, soft and 65 
managerial skill workshops, IT training, postgraduate studies and foreign language lessons.  66 

PGE Group substantially counts on the specially prepared Central Training and Development Programmes, which are the 67 
ōŜǎǘ ƛƴǾŜǎǘƳŜƴǘ ƛƴ ŜƳǇƭƻȅŜŜǎΦ LƴƴƻǾŀǘƛǾŜƴŜǎǎ Ƙŀǎ ŀƴ ƛƳǇƻǊǘŀƴǘ ǇƭŀŎŜ ƛƴ tD9 DǊƻǳǇΩǎ ǎǘǊŀǘŜƎȅΦ .ŜŎŀǳse of this, in 2016 the 68 
Group commenced the programme Technology Commercialisation Academy, with participants including employees from 69 
the ǊŜǎŜŀǊŎƘ ŀƴŘ ƛƴƴƻǾŀǘƛƻƴ ŀǊŜŀ ŀǘ tD9 DǊƻǳǇΦ ¢ƘŜ !ŎŀŘŜƳȅΩǎ Ǝƻŀƭ ƛǎ ǘƻ ǎǳǇǇƭȅ ǘƘŜ ƪƴƻǿƭŜŘƎŜΣ ǘƻƻƭǎ ŀƴŘ ǎƪƛƭƭǎ essential to 70 
the process of effective commercialisation of innovative technologies and projects.  71 

The first edition of the Architects of Innovation conference was also organised in 2016. Members of the management 72 
boards of PGE Group companies participated in workshoǇǎΣ ŀǎ ǿŜƭƭ ŀǎ ǘƘŜ ƪŜȅ ǇŜƻǇƭŜ ǊŜǎǇƻƴǎƛōƭŜ ŦƻǊ ǘƘŜ DǊƻǳǇΩǎ ǊŜǎŜŀǊŎƘ 73 
and innovation area.  74 
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1.3.7. Management competence development programmes and employee competence diagnostics 75 

PGE Group strives to create comfortable conditions for its employees so that they can develop their competences and raise 76 
their qualifications. Employees are encouraged to actively undertake self-improvement and knowledge-sharing initiatives, 77 
which leads to the formation of a culture of a learning organisation. For example, the first edition of development 78 
programmes for PGE Systemy S.A. management was completed in 2016. Their objective was to raise the level of leadership 79 
and management skills and to create a culture of involvement and cooperation. Elsewhere, based on a report from the 80 
9ŦŦŜŎǘƛǾŜ aŀƴŀƎŜǊ ǇǊƻƎǊŀƳƳŜΣ ǿƘƛŎƘ ǿŀǎ ŎŀǊǊƛŜŘ ƻǳǘ ƛƴ нлмр ŀǘ tD9 hōǊƽǘ {Φ!., a plan of further development action was 81 
formulated in нлмс ŀǎ ǊŜƎŀǊŘǎ ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ ƳŀƴŀƎŜƳŜƴǘ ŎƻƳǇŜǘŜƴŎŜǎΦ Lƴ нлмтΣ tD9 hōǊƽǘ {Φ!Φ Ǉƭŀƴǎ ǘƻ ŎƻƴǘƛƴǳŜ ǘƘƛǎ 82 
programme as a series of training and development workshops ς άaŀǎǘŜǊ ƻf Coachingέ. 83 

In the coming years, the Group intends to launch a process for diagnosing the competences of PGE Group employees. To 84 
this end, an IT tool (SAP HRM) was developed in 2016, which will support employee competence evaluation processes at all 85 
business lines from 2018.  86 

1.3.8. Periodic employee evaluation system 87 

Selected PGE Group companies operate a management by objectives system that supports and motivates employees in 88 
fulfilling their tasksΦ ¢Ƙƛǎ ǎƻƭǳǘƛƻƴ ƛǎ ōŜƛƴƎ ŀǇǇƭƛŜŘ ǘƻ tD9 {Φ!Φ ŀƴŘ tD9 hōǊƽǘ {Φ!Φ ŜƳǇƭƻȅŜŜǎ, management staff at PGE EO 89 
S.A. as well as some of the management staff at PGE GiEK S.A.  90 

1.3.9. Employee safety is always a priority 91 

As a responsible employer, PGE Group strives to ensure that employees have safe working conditions. ¢ƘŜ DǊƻǳǇΩǎ constant 92 
goal is the promotion of a safe-work culture among our employees. The initiatives being carried out are largely based on 93 
preventive activities as well as exchanging knowledge and experiences. Each Group company has its own workplace health 94 
and safety policy. This mainly results from the specific nature of the different business lines. Due to the nature of the work, 95 
employees of PGE GiEK S.A.,  PGE Dystrybucja S.A. and PGE Energia Odnawialna S.A. Promoting safety among employees has 96 
become one of objectives to be achieved as part of managing corporate social responsibility and sustainable development, 97 
ǿƘƛŎƘ ƛǎ ǇŀǊǘ ƻŦ tD9 DǊƻǳǇΩǎ ǳǇŘŀǘŜŘ ǎǘǊŀǘŜƎy. More information about activities related to caring for the health and safety 98 
of PGE Group employees can be found in appendix 1 to this report. 99 

1.3.10. Voluntary Leave Program 100 

hƴŜ ƻŦ ǘƘŜ ǎǘǊŀǘŜƎƛŎ ƻōƧŜŎǘƛǾŜǎ ƛƴ ǘƘŜ DǊƻǳǇΩǎ ǳǇŘŀǘŜŘ ǎǘǊŀǘŜƎȅ ƛǎ ǘƘŜ introduction of changes that will make PGE Group the 101 
most effective energy group in Poland. This ambitious task requires transformations, also within the employment structure. 102 
The Voluntary Leave Programme is a consequence of the adopted Group-wide employment optimisation plan. The essence 103 
of the VLP is to encourage employees to voluntarily terminate employment relationship with the company, particularly in 104 
areas involving the standardisation and centralisation of business processes as well as in the areas covered by the work 105 
automation. VLP usually provides above-standard severance pay, which is an additional incentive for the employee.  106 

Table: VLP realisation in particular companies of the PGE Group (in number of persons). 107 

 PGE 
Dystrybucja S.A. 

PGE 
EO S.A. 

PGE 
GiEK S.A. 

PGE  
hōǊƽǘ {Φ!Φ 

PGE  
S.A. 

VLP in 2016 134 - 451 - - 

VLP in 2015 200 49 802 114 2 

VLP in 2014 - - 1 154 - - 

1.3.11. Social dialogue and freedom of association 108 

There are 112 trade union organisations at PGE Group. Their scale, number and dispersion make it a necessity to maintain 109 
an active social dialogue policy on all management levels. Dialogue is conducted at central level (meetings of CEOs with 110 
trade union teams from all business lines), at business line level (branch-specific trade union teams) and at employer level, 111 
i.e. at each branch. In addition, Councils / Commissions for Social Dialogue operate within the business lines, that form a 112 
negotiations and discussion forum for cases relating to more than one employer.  113 

2016 ended with the signing of agreements putting an end to collective disputes at PGE GiEK S.A., therefore also paving way 114 
for two important undertakings planned for 2017: commencement of the rejuvenation of staff in certain industries and 115 
harmonisation of collective labour agreements. The signed agreements cover the period until the end of 2027 and regulate 116 
headcount issues for years 2017-2020, with the intention of maintaining headcount at a level essential for the safe and 117 
effective performance of tasks by respective employers. From 2020, the parties to these agreements will carry out periodic 118 
analyses and verification of the headcount. Moreover, employers have undertaken to not conduct any group or individual 119 

G4 

G4-LA11 
 

G4 

G4-LA10 
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layoffs for reasons not related to employeesΣ ǿƛǘƘƻǳǘ Ŏƻƴǎǳƭǘŀǘƛƻƴǎ ŀƴŘ ŀǊǊŀƴƎŜƳŜƴǘǎ ǿƛǘƘ ǘǊŀŘŜ ǳƴƛƻƴǎΦ !ǘ tD9 hōǊƽǘ {Φ!ΦΣ 120 
ǘƘŜ ά!ƎǊŜŜƳŜƴǘ ƻƴ ŎƻƻǇŜǊŀǘƛƻƴ ƛƴ ƘƻƭŘƛƴƎ ǎƻŎƛŀƭ ŘƛŀƭƻƎǳŜέ ǿŀǎ ƛƴƛǘƛŀƭƭŜŘ. 121 

In 2016 ς following the appointment of a Social Dialogue Council ς the Tripartite Energy Industry Team was also reactivated. 122 
¢Ƙƛǎ ƛƴǎǘƛǘǳǘƛƻƴ ŎƻƴǎǘƛǘǳǘŜǎ ŀ ŦƻǊǳƳ ŦƻǊ ŘƛŀƭƻƎǳŜ ŀƴŘ ŎƻƻǇŜǊŀǘƛƻƴΦ ¢ƘŜ ǘŜŀƳΩǎ ǘŀǎƪ ƛǎ ǘƻ ŘŜǾŜƭƻǇ Ƨƻƛƴǘ Ǉƻǎƛǘƛƻƴǎ ƛƴ ƳŀǘǘŜǊǎ ǘhat 123 
are important from the viewpoint of state policy towards the energy industry as well as employee and employer interests. 124 
The team consists of representatives of the largest energy companies, including PGE S.A., as well as representatives of PGE 125 
DǊƻǳǇΩǎ ǘǊŀŘŜ ǳƴƛƻƴǎ. 126 

 127 

  128 
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1.4. Description of organisation 129 

Table: Companies comprising the main business segments of PGE Group as at December 31, 2016.  130 

Segment Company Branch 

CONVENTIONAL 
GENERATION 

1. tD9 DƽǊƴƛŎǘǿƻ ƛ 9ƴŜǊƎŜǘȅƪŀ YƻƴǿŜƴŎƧƻƴŀƭƴŀ {Φ!Φ  .ǊŀƴŎƘ .ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ 
ǿƛǘƘ ƛǘǎ ǊŜƎƛǎǘŜǊŜŘ ƻŦŦƛŎŜ ƛƴ .ŜƱŎƘŀǘƽǿ  Branch Opole power plant 

   Branch ¢ǳǊƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ 

   Branch ZEDO 

   Branch .ŜƱŎƘŀǘƽǿ ƭƛƎƴƛǘŜ ƳƛƴŜ  

   Branch TǳǊƽǿ ƭƛƎƴƛǘŜ ƳƛƴŜ 

   Branch DƻǊȊƽǿ /It 

   Branch Bydgoszcz CHPs 

   Branch wȊŜǎȊƽǿ CHP 

   Branch Kielce CHP 

   .ǊŀƴŎƘ [ǳōƭƛƴ ²Ǌƻǘƪƽǿ /It 

   Branch Zgierz CHP 

  2. tǊȊŜŘǎƛťōƛƻǊǎǘǿƻ Energetyki Cieplnej sp. z o.o. in Zgierz  

 3. MegaSerwis sp. z o.o. in Bogatynia  

 4. ELBIS sp. z o.o. with its registered office in Rogowiec  I Branch with seat in Warsaw 

 5. PUP ELTUR SERWIS sp. z o.o. with its registered office in 
Bogatynia 

 Branch in Brzezie* 

 6. PUP TOP SERWIS sp. z o.o. in Bogatynia  

 7. ELMEN sp. z o.o. in Rogowiec  

 8. MEGAZEC sp. z o.o. in Bydgoszcz  

 9. EPORE sp. z o.o. with its registered office in Bogatynia  Branch Bogatynia 

   Branch .ŜƱŎƘŀǘƽǿ 

   Branch in Brzezie* 

   Branch ÀŀǊǎƪŀ ²ƛŜǏ 

 10. RAMB sp. z o.o. in Piaski  

 11. PTS BETRANS sp. z o.o. with its registered office in .ŜƱchatƽw 
 Branch ELTUR-TRANS with seat in 

Bogatynia 

   Branch Rogowiec with seat in Rogowiec 

 12. BESTGUM POLSKA sp. z o.o. in Rogowiec  

 13. 9ƴŜǊƎƻǎŜǊǿƛǎ YƭŜǎȊŎȊƽǿ ǎǇΦ Ȋ ƻΦƻΦ in Rogowiec  

RENEWABLES 

14. PGE Energia Odnawialna S.A. with its registered office in 
Warsaw 

 Branch ZEW Solina - Myczkowce in Solina 

 
 Branch ½9² tƻǊŊōƪŀ - ÀŀǊ in 
aƛťŘȊȅōǊƻŘȊƛŜ Bialskie 

   Branch ½9² 5ȅŎƘƽǿ in Dychƽw 

   Branch 9² ÀŀǊƴƻǿƛŜŎ ƛƴ Czymanƽw 

 15. PGE Energia Natury sp. z o.o. with its registered office in 
Warsaw 

 Branch αDŀƭƛŎƧŀέ with seat in Orzechowce 

 16. PGE Energia Natury PEW sp. z o.o. with its registered office in 
Warsaw 

 

 17. Elektrownia Wiatrowa Baltica-1 sp. z o.o. in Warsaw  

 18. Elektrownia Wiatrowa Baltica-2 sp. z o.o. in Warsaw  

 19. Elektrownia Wiatrowa Baltica-3 sp. z o.o. in Warsaw  

SUPPLY 20. PGE Polska Grupa Energetyczna S.A. in Warsaw  

 21. PGE Dom Maklerski S.A. in Warsaw  

  22. PGE Trading GmbH with its registered office in Berlin  Branch in Prague 

   Branch in Warsaw 

 23. tD9 hōǊƽǘ {Φ!Φ with its registered office in Rzeszƽǿ  Branch with seat in Lublin 

    Branch with seat in _ƽŘȋ 

   Branch with seat in Warsaw 

   Branch with seat in .ƛŀƱȅstok 

   Branch with seat in ½ŀƳƻǏŏ 

   Branch with seat in {ƪŀǊȍȅǎƪa-Kamienna 

 24. ENESTA sp. z o.o. in Stalowa Wola  

DISTRIBUTION 25. PGE Dystrybucja S.A. with its registered office in Lublin  Branch Lublin 

   Branch _ƽŘȋ-Miasto 

   Branch _ƽŘȋ-Teren 

   Branch Warszawa 

G4 

G4-17 
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   Branch wȊŜǎȊƽǿ 

   Branch .ƛŀƱȅǎǘƻƪ 

   Branch ½ŀƳƻǏŏ 

   Branch {ƪŀǊȍȅǎƪƻ-Kamienna 

*  Branch in Brzezie since January 1, 2017 has been renamed to Branch Opole 131 

Full composition of the PGE Capital group is presented in note 1.3 to the consolidated financial statements.132 
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1.4.1. The most significant changes in organisation of the Capital Group  

/ƘŀƴƎŜǎ ǿƘƛŎƘ ƻŎŎǳǊǊŜŘ ƛƴ ǘƘŜ tD9 /ŀǇƛǘŀƭ DǊƻǳǇΩǎ ǎǘǊǳŎǘǳǊŜ ƛn the period from January 1, 2016 until the publication date of this report, are presented in note 1.3 to consolidated financial 
statements and described below.  

Setting up of new companies  

Entity/entities Date of 
registration 
in National Court 
Register 

Share capital Comment 

PGE Inwest 17 sp. z o.o. 
PGE Inwest 18 sp. z o.o. 

October 20, 2016  
October 19, 2016 

PLN 10,000 each company On September 15, 2016 PGE S.A. set up two companies with seats in Warsaw in form of limited liability companies. 

ElectroMobility Poland S.A. December 7, 2016 PLN 10,000,000 On October 19, 2016 PGE S.A., ENERGA S.A., ENEA S.A. and Tauron Polska Energia S.A. set up a joint stock company with a seat in 
Warsaw. Each of the above companies took up 25% of the share capital. 

PGE Towarzystwo Funduszy 
Inwestycyjnych S.A. 

January 27, 2017 PLN 750,000 On December 29, 2016 PGE S.A. set up a company in form of a joint stock company. 

PGE Inwest 19 sp. z o.o. February 24, 2017 10.000 PLN On February 1, 2017 PGE S.A. set up company with seat in Warsaw in form of limited liability company. 

Increase of the share capital of companies 

Entity Date of registration 
National Court 
Register 

(1) Share capital   
(2) Increase   
(3) Share capital after increase  

Comment 

PGE Trading GmbH  
with a seat in Berlin 

March 7, 2016 (1)  EUR 3,350,000 
(2) EUR 2,000,000 

(3) EUR 5,350,000  

On February 2, 2016 the Extraordinary Assembly of Partners of PGE Trading GmbH with its seat in Berlin adopted a resolution 
ƻƴ ƛƴŎǊŜŀǎŜ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ǎƘŀǊŜ ŎŀǇƛǘŀƭΦ ¢ƘŜ ƛƴŎǊŜŀǎŜ ƻŦ ǘƘŜ ǎƘŀǊŜ ŎŀǇƛǘŀƭ ǿŀǎ ŀŎǉǳƛǊŜŘ ōȅ tD9 {Φ!Φ ƛƴ ŜȄŎƘŀƴƎŜ ŦƻǊ ŀ ŎŀǎƘ 
contribution. 

PGE Inwest 5 sp. z o.o.,  
PGE Inwest 6 sp. z o.o.,  
PGE Inwest 7 sp. z o.o.,  
PGE Inwest 8 sp. z o.o.,  
PGE Inwest 9 sp. z o.o.,  
PGE Inwest 10 sp. z o.o.,  
PGE Inwest 11 sp. z o.o.,  
PGE Inwest 12 sp. z o.o.,  
PGE Inwest 13 sp. z o.o.,  
PGE Inwest 14 sp. z o.o.,  
PGE Inwest 15 sp. z o.o.  
(ǘƘŜ ά/ƻƳǇŀƴƛŜǎέ) 

July 19, 2016  
July 20, 2016  
July 25, 2016  
July 18, 2016  
August 12, 2016 
August 12, 2016 
July 19, 2016 
September 13, 2016 
July 21, 2016 
July 19, 2016 
July 26, 2016 

(1)  PLN 10,000 each company 

(2) by PLN 10,000 for each company  

(3) PLN 20,000 each company 

The Ordinary Assemblies of Partners of June 22, 2016 adopted resolutions on the increase of the share capitals of those com-
panies. The increase of the share capitals were acquired by the sole partner of the companies, i.e. by PGE S.A., in exchange for 
the cash contribution. 

PGE Inwest 13 sp. z o.o. January 27, 2017 (1) PLN 20,000  
(2) PLN 730,000 
(3) PLN 750,000  

The Extraordinary Assembly of Partners of December 7, 2016 adopted resolution on the increase of the share capital of 
company. The increase of the share capital was acquired by PGE S.A. in exchange for a cash contribution. 

PGE Inwest 15 sp. z o.o. No registration at the (1) PLN 20,000 
(2) PLN 50,000 

The Extraordinary Assembly of Partners of December 20, 2016 adopted resolution on the increase of the share capital of 
company. The increase of the share capital was acquired by PGE S.A. in exchange for a cash contribution. 

G4 

G4-13 
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time of publication  (3) PLN 70,000 

PGE EJ 1 sp. z o.o. February 15, 2017 (1) PLN 275,859,450 
(2) PLN 34,999,020 
(3) PLN 310,858,470 

The Extraordinary Assembly of Partners of December 21, 2016 adopted resolution on the increase of the share capital of 
company. The increase of the share capital was acquired by all partners, i.e. tD9 {Φ!ΦΣ YDIa tƻƭǎƪŀ aƛŜŘȋ {Φ!ΦΣ ¢!¦whb tƻƭǎƪŀ 
Energia S.A. and ENEA S.A.  in exchange for a cash contribution, proportionally to their stakes. 

Mergers of companies  

Entities Date of transaction/ 
registration in the National 
Court Register 

Comment 

PGE Inwest 4 sp. z o.o. and RAMB sp. z o.o. ς The 
merger of the companies through the transfer to 
the Acquiring Company (PGE Inwest 4 sp. z o.o.) of 
all of the assets of the Acquired Company (RAMB 
sp. z o.o.) and subsequent dissolution of the 
Acquired Company without liquidation  

September 19, 2016  

December 16, 2016  

The Extraordinary Assembly of Partners of PGE Inwest 4 sp. z o.o. and RAMB sp. z o.o. adopted resolutions on merger. As a 
result of the merger, the share capital of the Acquiring Company was increased from PLN 10,000 to PLN 38,926,000, i.e. by PLN 
38,916,000, through issue of 38,916 new shares with a nominal value of PLN 1,000 each. PGE  S.A. as the sole shareholder of 
the Acquired Company took up all new shares in the increased share capital of the Acquiring Company in exchange for the 
shares in the share capital of the Acquired Company. 

PGE Energia Natury PEW sp. z o.o. (the Acquiring 
Company) and PGE Energia Natury Omikron 
sp.  z  o.o. (the Acquired Company) merger of the 
companies through the transfer to the Acquiring 
Company of all of the assets of the Acquired 
Company and subsequent dissolution of the 
Acquired Company without liquidation 

August 17, 2016 

August 31, 2016  

The Extraordinary Assembly of Partners of PGE Energia Natury PEW sp. z o.o. and PGE Energia Natury Omikron sp. z o.o. 
(subsidiaries of PGE Energia Odnawialna S.A.) adopted resolutions on merger. As a result of the merger, the share capital of the 
Acquiring Company increased from PLN 31,000,000 to PLN 146,000,000, i.e. by PLN 115,000,000, through issue of 115,000 new 
shares with a nominal value of PLN 1,000 each. PGE Energia Odnawialna S.A. as the sole shareholder of the Acquired Company 
took up all new shares in the increased share capital of the Acquiring Company in exchange for the shares in the share capital 
of the Acquired Company. 

Acquisition or disposal of shares by the companies  

Shares of the entity Date of transaction/ 
registration in the 
National Court 
Register 

Number of 
acquired shares  

Comment 

RAMB sp. z o.o. ς acquisition of shares by 
PGE S.A.  (agreement for sale of shares) 

March 10, 2016 6,812 shares PGE GiEK S.A and PGE S.A signed an agreement for sale of 6,812 shares in RAMB sp. z o.o. with its registered office in Piaski 
όYƭŜǎȊŎȊƽǿ ŎƻƳƳǳƴŜύΣ ƻǿƴŜŘ ōȅ tD9 Dƛ9Y {Φ!ΦΣ ŎƻƴǎǘƛǘǳǘƛƴƎ млл҈ ƻŦ ǘƘŜ ǎƘare capital of that company. Ownership of the 
shares was transferred to PGE S.A. as of the agreement date. Currently PGE S.A. is the sole partner of the company. 

tƻƭǎƪŀ DǊǳǇŀ DƽǊƴƛŎȊŀ ǎǇΦ Ȋ ƻΦƻΦ όαtDDέύ ς 
acquisition by PGE GiEK S.A. of shares in the 
increased share capital  

April 26, 2016/  

July 25, 2016  

3,611,111 shares PGE GiEK S.A. signed an agreement on commencement of operation by PGG. On April 29, 2016 the Extraordinary Assembly of 
Partners of PGG adopted resolution in the increase of the share capital by PLN 1,805,557,200 to PLN 2,305,607,200, through 
issue of new shares taken up by: PGE GiEK S.A., ENERGA Kogeneracja sp. z o.o., PGNiG TERMIKA S.A., Fundusz Inwestycji 
tƻƭǎƪƛŎƘ tǊȊŜŘǎƛťōƛƻǊǎǘǿ CǳƴŘǳǎȊ LƴǿŜǎǘȅŎȅƧƴȅ ½ŀƳƪƴƛťǘȅ !ƪǘȅǿƽǿ bƛŜǇǳōƭƛŎȊƴȅŎƘΣ ¢ƻǿŀǊȊȅǎǘǿƻ CƛƴŀƴǎƻǿŜ {ƛƭŜǎƛŀ ǎǇΦ Ȋ ƻΦƻΦΣ 
²BD[hYhY{ {Φ!Φ tD9 Dƛ9Y {Φ!Φ ǘƻƻƪ ǳǇ ǎƘŀǊŜǎ ǿƛǘƘ ŀ ƴƻƳƛƴŀƭ ǾŀƭǳŜ ƻŦ t[b осмΣмммΣмлл ǊŜǇǊŜǎŜƴǘƛƴƎ мрΦт҈ ƛƴ ǘƘŜ ƛƴŎǊŜŀǎŜŘ 
share capital of PGG.  

Telewizja Familijna S.A. ς acquisition of 
shares by PGE Inwest 2 sp. z o.o. (agreement 
for sale of shares) 

June 13, 2016 220,000 inscribed 
shares 

PGE S.A. and PGE Inwest 2 sp. z o.o. (100% subsidiary of PGE S.A.) signed an agreement for sale of shares of Telewizja Familijna 
S.A. in bankruptcy with its seat in Warsaw, held by PGE S.A., representing 11.96% of the share capital of the company. As at the 
agreement date, the ownership of shares was transferred to PGE Inwest 2 sp. z o.o. 



aŀƴŀƎŜƳŜƴǘ .ƻŀǊŘΩǎ ǊŜǇƻǊǘ ƻƴ ŀŎǘƛǾƛǘƛŜǎ ƻŦ tD9 tƻƭǎƪŀ DǊǳǇŀ 9ƴŜǊƎŜǘȅŎȊƴŀ {Φ!Φ 
and PGE Capital Group of for the year 2016 

 

 

19 of 151 

 

.ŀƴƪ hŎƘǊƻƴȅ |ǊƻŘƻǿƛǎƪŀ {Φ!Φ όα.h|έύ ς 
acquisition by PGE Energia Odnawialna S.A. 
όαtD9 9hέύ of shares in the increased share 
capital 

June 22, 2016/ 

July 12, 2016  

2,000,000 
ordinary bearer 
shares 

tD9 9h ǎƛƎƴŜŘ ŀƴ ŀƎǊŜŜƳŜƴǘ ŦƻǊ ǎǳōǎŎǊƛǇǘƛƻƴ ƻŦ ƴŜǿ ǎƘŀǊŜǎ ƛƴ ǘƘŜ ƛƴŎǊŜŀǎŜŘ ǎƘŀǊŜ ŎŀǇƛǘŀƭ ƻŦ .h|Φ {ǳōƳƛǎǎƛƻƴ ƻŦ subscription 
offer took place through private placement. PGE EO acquired 2,000,000 shares with a nominal value of PLN 20,000,000 on June 
23, 2016. On August 5, 2016 the shares were registered on the securities account of PGE EO. As a result of the above 
trŀƴǎŀŎǘƛƻƴΣ tD9 9h ŎǳǊǊŜƴǘƭȅ ƘƻƭŘǎ ǎƘŀǊŜǎ ŎƻƴǎǘƛǘǳǘƛƴƎ оΦму҈ ƛƴ ǘƘŜ ǎƘŀǊŜ ŎŀǇƛǘŀƭ ƻŦ .h|. 

tƻƭǎƪŀ DǊǳǇŀ DƽǊƴƛŎȊŀ ǎǇΦ Ȋ ƻΦƻΦ όαtDDέύ ς 
acquisition by PGE GiEK S.A. of shares in the 
increased share capital 

November 3, 2016/ 

January 27, 2017  

833,333 shares The Extraordinary Assembly of Partners of PGG adopted resolution in the increase of the share capital by PLN 366,667,000 to 
PLN 2,672,274,200 through issue of new shares. PGE GiEK S.A. took up 833,333 shares with a nominal value of PLN 83,333,300, 
representing 3.1% in the increased share capital of PGG. In total PGE GiEK S.A. took up 4,444,444 shares representing 16.6% in 
the increased share capital of PGG. 

 

Polimex-aƻǎǘƻǎǘŀƭ {Φ!Φ όαtƻƭƛƳŜȄέύ ς 
acquisition by PGE S.A. of shares in the 
increased share capital 

January 20, 2017 

February 21, 2017 the share 
capital increase was 
registered  

37,500,000 
ordinary bearer 
shares 

On January 18, 2017 PGE S.A., ENEA S.A., ENERGA S.A, PGNiG TechƴƻƭƻƎƛŜ {Φ!Φ όǘƘŜ αLƴǾŜǎǘƻǊǎέύ ǎƛƎƴŜŘ LƴǾŜǎǘƳŜƴǘ Agreement 
with Polimex-aƻǎǘƻǎǘŀƭ {Φ!Φ όαtƻƭƛƳŜȄέύΣ ƻƴ ǘƘŜ ƎǊƻǳƴŘ ƻŦ ǿƘƛŎƘΣ ǎǳōƧŜŎǘ ǘƻ ǘƘŜ ŎƻƴŘƛǘƛƻƴǎ ǇǊŜŎŜŘŜƴǘ ǎǇŜŎƛŦƛŜŘ ƛƴ ǘƘŜ 
agreement, the Investors have committed to make investment in Polimex. The investment involves acquisition by the Investors 
jointly of 150,000,000 ordinary bearer shares with a nominal value of PLN 2 each and the issue price amounting to PLN 2 PLN  
ŦƻǊ ƻƴŜ ǎƘŀǊŜ όάbŜǿ LǎǎǳŜ {ƘŀǊŜǎέύΣ ƛǎǎǳŜŘ ōȅ tƻƭƛƳŜȄ ŦƻǊ ǘƘŜ ƛƴŎǊŜŀǎŜ ƻŦ ǘƘŜ ǎƘŀǊŜ ŎŀǇƛǘŀƭ ƻŦ tƻƭƛƳŜȄ ōȅ ǘƘŜ ŀƳƻǳƴǘ ƻŦ ǳǇ ǘƻ 
t[b оллΣлллΣллл όǘƘŜ άLƴǾŜǎǘƳŜƴǘ !ƎǊŜŜƳŜƴǘέύΦ In accordance with the resolution of the Extraordinary General Meeting of 
December 28, 2016 on the increase of the share capital, the New Issue Shares will be introduced to the trading on the 
regulated market of the Warsaw Stock Exchange and will be dematerialised. On the ground of the Investment Agreement, in 
connection with the fulfilment of the conditions precedent, on January 20, 2017 PGE S.A. accepted the offer for acquisition in 
private placement of 37,500,000 New Issue Shares for the total price of PLN 75,000,000.  

Polimex-Mostostal S.A. ς acquisition of 
shares by PGE S.A. (agreement for sale of 
shares) 

January 20, 2017 1,500,001 shares On January 18, 2017 PGE S.A., ENEA S.A., ENERGA S.A, PGNiG Technologie {Φ!Φ όǘƘŜ αLƴǾŜǎǘƻǊǎέύ ǎƛƎƴŜŘ ŀ ŀƎǊŜŜƳŜƴǘ ǿƛǘƘ {t± 
hǇŜǊŀǘƻǊ ǎǇΦ Ȋ ƻΦƻΦ όα{t± hǇŜǊŀǘƻǊέύΣ ƻōƭƛƎƛƴƎ ǘƘŜ ǇŀǊǘƛŜǎΣ ǇǊƻǾƛŘŜŘ ǘƘŜ ŎƻƴŘƛǘƛƻƴǎ ǇǊŜŎŜŘŜƴǘ ŀǊŜ ŦǳƭŦƛƭƭŜŘΣ ǘƻ ŎƻƴŎƭǳŘŜ 
transaction in which SPV Operator sells to the Investors total of 6,000,001 shares of Polimex. On January 20, 2017, in 
connection with the fulfilment of the conditions precedent, PGE S.A. acquired 1,500,001 shares of Polimex from SPV Operator. 
As a result of the share capital increase  of Polimex and above transaction the Investors hold a total of 156,000,001 shares 
representing currently 65.93% in the share capital of Polimex 

tƻƭǎƪŀ DǊǳǇŀ DƽǊƴƛŎȊŀ ǎǇΦ Ȋ ƻΦƻΦ όαtDDέύ ς 
acquisition by PGE GiEK S.A. of shares in the 
increased share capital 

February 1, 2017 

No registration at the time of 
publication 

555,556 shares The Extraordinary Assembly of Partners of PGG adopted resolution in the increase of the share capital by PLN 244,444,000 to 
PLN 2,916,718,200 through issue of new shares. PGE GiEK S.A. took up 555,556 shares with a nominal value of PLN 55,555,600, 
representing 1.9% in the increased share capital of PGG. 

Purchase of shares from minority shareholders  

In the period from January 1, 2016 to December 31, 2016, PGE S.A. purchased from minority shareholders of PGE GiEK S.A., as a result of a mandatory buyback in accordance with art. 418 
ƻŦ ǘƘŜ tƻƭƛǎƘ /ƻƳƳŜǊŎƛŀƭ /ƻƳǇŀƴƛŜǎΩ /ƻŘŜΣ ŀ ǘƻǘŀƭ ƻŦ мснΣттр ǎƘŀǊŜǎ ƛƴ tD9 Dƛ9Y {Φ!Φ όŎƻƴǎǘƛǘǳǘƛƴƎ лΦлн҈ ƻŦ tD9 Dƛ9Y {Φ!ΦΩǎ ǎhare capital). Currently PGE S.A. holds shares representing 
99.98% of the share capital of PGE GiEK S.A. 

Deletion of the company from the National Court Register 

hƴ aŀȅ нрΣ нлмс tŜƴǎƧƻƴŀǘ 5ȅŎƘƽǿ ǎǇΦ Ȋ ƻΦƻΦ ƛƴ ƭƛǉǳƛŘŀǘƛƻƴΣ ǿƛǘƘ ƛǘǎ ǎŜŀǘ ƛƴ 5ȅŎƘƽǿΣ ǿŀǎ ŘŜƭŜǘŜŘ ŦǊƻƳ ǘƘŜ bŀǘƛƻƴŀƭ /ƻǳǊǘ wŜǎƛster as a result of the liquidation proceedings. PGE Energia 
Odnawialna S.A. held 100% shares in the share capital of the company.  

In period January 1, 2016 ς December 31, 2016 PGE Capital Group did not discontinue any of its substantial operations.  
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2. tD9 DǊƻǳǇΩǎ strategy and its implementation 1 

2.1. Updated strategy of the Capital Group 2 

On September 6, 2016 the Supervisory Board approved PGE Group's strategy update presented by the Management 3 
.ƻŀǊŘ ƻŦ tD9Φ ¢ƘŜ ǳǇŘŀǘŜ ƛǎ ŀƛƳŜŘ ŀǘ ŀŘŀǇǘƛƴƎ ǘƘŜ DǊƻǳǇΩǎ ŀŎǘƛǾƛǘƛŜǎ ǘƻ ǘƘŜ ŎƘanging environment. In the updated 4 
document, the Group also addresses threats and opportunities connected with, among others, volatility of fuel 5 
prices, climate policy directions, market model evolution and new technology development. 6 

Mission, vision and overall objectives 7 

In accordance with the updated strategy, PGE's mission is to ensure security and growth based on reliability of 8 
supply, technical excellence, modern services and partnership relationships. The overall objective of PGE Group's 9 
operations is to increase its shareholder value and the key role in ensuring Poland's energy security. 10 

DiagramΥ wŜŘŜŦƛƴƛƴƎ tD9 DǊƻǳǇΩǎ Ƴƛǎǎƛƻƴ 11 

 12 

 13 

Updated vision determines the target position of the PGE Group in four areas: 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 
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2.2. Implementation of key projects within the strategic objectives 24 

2.2.1. Leader in electricity generation, actively seeking development opportunities 25 

To retain its leading position in the area of electricity generation, PGE Group must secure at least a 40% share of the 26 
electricity generatiƻƴ ƳŀǊƪŜǘ ƛƴ tƻƭŀƴŘ ōȅ нлнлΦ tD9 DǊƻǳǇ ƛǎ ŎƻƴǘƛƴǳƛƴƎ ƛǘǎ ŦƭŀƎǎƘƛǇ ƛƴǾŜǎǘƳŜƴǘǎ ƛƴ hǇƻƭŜ ŀƴŘ ¢ǳǊƽǿ 27 
and may invite partners to participate in these projects. At the same time, further investments in conventional 28 
energy based on a new market model will be analysed, e.g. construction of new capacities at Dolna Odra power 29 
plant. Potential for the co-ŦƛǊƛƴƎ ƻŦ ōƛƻƳŀǎǎ ƛƴ tD9 DǊƻǳǇΩǎ ŜȄƛǎǘƛƴƎ ǇǊƻŘǳŎǘƛƻƴ ŀǎǎŜǘǎ ǿƛƭƭ ōŜ ŀƴŀƭȅǎŜŘΣ ōŀǎŜŘ ƻƴ ŀ 30 
auction support system for renewables. The company will carry out modernisations of conventional plants and 31 
combined heat-and-power plants in an optimal scope so that they are adapted to new industrial emission standards 32 
BAT (Best Available Technology).  33 

At the same time, within the generation area, PGE Group will seek innovative solutions that will cement its 34 
competitive advantage and allow it to reduce environmental impact, including through adapting production assets to 35 
a new energy market model, maintaining a competitive lignite extraction operation, reducing SO2, NOx, particulates 36 
and mercury emissions as well as increasing the efficiency of coal combustion by-product use. 37 

PGE Group intends to retain its leadership in the renewables segment and account for approx. 25% of domestic 38 
renewables generation by 2030. To reach this ambitious target, PGE Group plans to complete those onshore wind 39 
farm projects that are at the most advanced stages, build an approx. 1,000 MW offshore wind farm and increase its 40 
presence in the distributed generation segment. These investments will depend on successes in the auction support 41 
system, development of an innovative financing model and implementation of new business models for the micro-42 
installations segment. 43 

DiagramΥ tD9 DǊƻǳǇΩǎ ŀǎǇƛǊŀǘƛƻƴŀƭ ǎƘŀǊŜ ƛƴ tƻƭŀƴŘΩǎ ŜƭŜŎǘǊƛŎƛǘȅ ǇǊƻŘǳŎǘƛƻƴ ŦǊƻƳ w9{. 44 
 45 

 46 
 47 

In order to maintain a leading position in generation, in the long term PGE Group has three strategic options, thereby can 48 
make the optimal choice in the context of future climate policy: 49 

Á /ƻƴǎǘǊǳŎǘƛƻƴ ƻŦ tƻƭŀƴŘΩǎ ŦƛǊǎǘ ƴǳŎƭŜŀǊ ǇƻǿŜǊ ǇƭŀƴǘΣ following the development of a model 50 
guaranteeing economic viability of the investment 51 

Á Construction of approx. 1,000 MW capacity in off-shore wind farms, based on an auction support 52 
system,  53 

Á Modern coal-fired power generation, including utilization of new lignite deposits in case there is a 54 
significant easing of the climate policy. 55 

  56 
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Diagram: Strategic options. 57 
 58 

 59 
 60 

2.2.2. Reliable and active utility and service supplier 61 

Currently on-going investments in the distribution segment are intended to increase the reliability of supply and 62 
reduce SAIDI and SAIFI by 56% compared to 2015 and the average connection time by 40%. The achievement of 63 
these quality targets is being supported by, among others, the development of electricity quality monitoring 64 
systems, intelligent grid metering and automation as well as the construction of a digital transmission system. 65 

In the retail area, PGE Group is planning to focus on strengthening relations with clients through gaining more 66 
knowledge about their needs. In response to identified expectations, PGE Group will expand its offering by, for 67 
example, adding new product and services that are complementary to electricity as well as through the 68 
development of new sales and communication channels, what will have a positive impact on monitoring client 69 
satisfaction indicators. Attaining the status of a reliable, credible and modern supplier will allow PGE Group to 70 
maintain low client migration rates in the mass segment. 71 

2.2.3. tƻƭŀƴŘΩǎ Ƴƻǎǘ ŜŦŦƛŎƛŜƴǘ ŀƴŘ ŦƭŜȄƛōƭŜ ŜƴŜǊƎȅ ƎǊƻǳǇ 72 

tD9 DǊƻǳǇΩǎ Ŏƻǎǘ ŀƴŘ ƻǇŜǊational efficiency is one of key preconditions for accomplishing the other strategic goals. 73 
hƴ ǘƘŜ ƻǘƘŜǊ ƘŀƴŘΣ ŦƭŜȄƛōƛƭƛǘȅ ƛǎ ƪŜȅ ǘƻ ŀŎƘƛŜǾƛƴƎ ǘƘŜ ŀōƛƭƛǘȅ ǘƻ ǊŜǎǇƻƴŘ ǉǳƛŎƪƭȅ ǘƻ ƻǇǇƻǊǘǳƴƛǘƛŜǎ ŀǊƛǎƛƴƎ ƛƴ tD9 DǊƻǳǇΩǎ 74 
environment 75 

Due to efficiency improvement, in 2020 PGE Group plans to achieve reduction of the forecasted controllable costs in the 76 
amount of PLN 500m versus year 2016. This will allow for the total cost reduction in 2016-2020 by approx. PLN 3.5bn versus 77 
the current efficiency scenario. 78 

The goal oŦ ǘƘŜ Ŏƻǎǘ ǊŜŘǳŎǘƛƻƴ ƛǎ ǘƻ ǎǘǊŜƴƎǘƘŜƴ tD9 DǊƻǳǇΩǎ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ ŀƴŘ Ƴŀƛƴǘŀƛƴ ǇƻǘŜƴǘƛŀƭ of financing of the 79 
DǊƻǳǇΩǎ ŘŜǾŜƭƻǇƳŜƴǘ. Objectives and initiatives in scope of improving the operational and cost efficiency are assigned to 80 
each business line of the Group. 81 
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Diagram: Total reduction of controllable costs in 2016-2020. 83 
 84 

 85 

Reduction of controllable costs will concern both the modification of organisational structure and as well as optimisation of 86 
processes. Changes in the organisational structure are intended to prepare PGE Group for development in the most 87 
promising business areas as well as to eliminate redundant functions and simplify organisational structures. These changes 88 
will be introduced through, among others, standardisation and optimisation of support functions throughout PGE Group, 89 
implementation of mechanisms for effective formation of new business lines and formation of a new business line ς ά/ƻ-90 
ƎŜƴŜǊŀǘƛƻƴέΦ tǊƻŎŜǎǎ ƻǇǘƛƳƛǎŀǘƛƻƴ ǿƛƭƭ focus on improving operational efficiency measured by ratios relating to cost, time 91 
and quality of particular processes, both basic and supporting. Moreover, within next four years, planned expenditures on 92 
modernization and replacements will be reduced by approximately PLN 500m in relation to forecasts. It will be possible 93 
thanks to introduction of integrated asset management system, among others. Unified approach to planning of 94 
expenditures, that takes into account inter alia the class of the assets will allow for reducing asset maintenance costs and 95 
modernisation and replacement expenditures, while maintaining the proper availability and security of power supply. 96 

Higher flexibility at PGE Group will be achieved mainly through mechanisms for monitoring the surrounding and 97 
rapidly responding to changes, cooperating with external partners, scientific and academic institutions, as well as 98 
streamlining decision-making, analytical and reporting processes.  99 

2.2.4. Leader in development of new business models and operating segments 100 

The updated strategy places particular emphasis on the development of new business models and operating segments in 101 
order to diversify revenues structure and to increase EBITDA from new operations. This will be possible through PGE DǊƻǳǇΩǎ 102 
involvement in cooperating in the area of development and commercialisation of new technologies with credible partners 103 
ƘŀǾƛƴƎ ŎƻƳǇŜǘŜƴŎŜǎ ŀƭƭƻǿƛƴƎ ǘƻ ƻōǘŀƛƴ ǎȅƴŜǊƎƛŜǎ ŀƴŘ ŎƻƳǇŜǘƛǘƛǾŜ ŀŘǾŀƴǘŀƎŜǎΦ tD9 DǊƻǳǇΩǎ ƛƴǾƻƭǾŜƳŜƴǘ Ƴŀȅ ŎƻƳŜ ƛƴ ǘƘŜ 104 
form of financing, technical or organisational support, depending on the type of venture and form of its implementation. 105 
New technological solutions that are of interest to PGE Group include energy warehouses, electromobility, power-to-gas 106 
technologies, LNG, diffuse energy sources, integrated intelligent solutions and the development of coal gasification 107 
installations. 108 

Involvement in the development and commercialisation of new technologies will allow PGE Group to introduce to the 109 
market a modern and comprehensive offering for clients, covering, among other things, photovoltaics, electromobility, 110 
intelligent home solutions, natural gas and demand management.  111 

PGE Group intends to build up its brand of a leader on the energy efficiency market. New ESCO (Energy Saving Company) 112 
activities will provide clients with benefits such as reduced energy consumption costs, supply continuity and improved 113 
image. This will enable PGE Group to develop long-term beneficial client relationships with industry, local government and 114 
retail customers, among others. A wide scope of initiatives to improve the effectiveness of energy infrastructure and 115 
buildings belonging to the company will also be implemented. 116 
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To develop new solutions and technologies, PGE Group intends to build a research and development centre and a 117 
demo lab ς PGE Lab. 118 

Investments 119 

The Group assumes capital expenditures of approximately PLN 34 billion in 2016-2020, including more than PLN 10 billion 120 
ŦƻǊ ƻƴƎƻƛƴƎ ǇǊƻƧŜŎǘǎ ƛƴ hǇƻƭŜ ŀƴŘ ¢ǳǊƽǿΦ Lƴ ŎƻƴƴŜŎǘƛƻƴ ǿƛǘƘ ƳƻŘŜǊƴƛǎŀǘƛƻƴ ǇǊƻƎǊŀms that are to be completed soon, the 121 
expenditures for the existing capacities in Conventional Energy will drop as from 2016. After construction of two flagship 122 
projects, PGE Group will be ready to invest significantly in new business areas, also abroad. Beyond 2020 PGE will be 123 
implementing a new investment program, dependent on selected strategic options, the power system's needs and new 124 
market model. 125 

Diagram: Planned capital expenditures of PGE Group. 126 

 127 

 128 

Values of PGE Group 129 

tD9 DǊƻǳǇΩǎ ǎǘǊŀǘŜƎȅ ǿƛƭƭ ōŜ implemented in accordance with values Partnership, Growth, Responsibility and principles in 130 

everyday work included in the Code of Ethics of PGE Group. PGE Group is a responsible organization, aware of its impact on 131 

the environment, thus in its operations focuses on reducing impact on natural environment, operating based on ethical 132 

principles and involvement in activities for the benefit of local communities. 133 

  134 
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Key projects in 2016 

Construction of new 
units in Opole power 
plant 

 construction of two power units of 900 MW each 
 budget: approx. PLN 11 billion (net, without costs of financing) 
 capital expenditures incurred so far: approx. PLN 6.7 billion  
 fuel: hard coal 

 
 net efficiency: 45.5% 

 
 contractor: syndicate of companies: Rafako, Polimex-Mostostal and Mostostal Warszawa with 
co-operation of GE as Project manager on behalf of the syndicate  

 
 commissioning: unit 5 ς H2 2018; unit 6 ς H1 2019 

 
 January 31, 2014 ς issue of Notice to Proceed 

 

 status: advanced installation works on unit no. 5, ongoing preparation for leak test of the boiler; on 
unit no. 6 construction of pressure parts of the boiler and supporting installations of turbine hall is 
progressing; overall progress of the works as of the end of December 2016 reached approximately 
70% 

Construction of new 
ǳƴƛǘ ƛƴ ¢ǳǊƽǿ ǇƻǿŜǊ 
plant 

 construction of power unit with a capacity of 490 MW 
 budget: approx. PLN 4 billion (net, without costs of financing) 
 capital expenditures incurred so far: approx. PLN 0.6 billion 
 fuel: lignite 

  net efficiency: 43.1% 
  contractor: syndicate of companies: MHPSE, Budimex and Tecnicas Reunidas 
  commissioning: H1 2020 
  December 1, 2014 - issue of Notice to Proceed 

 status: foundations of main unit installations are in the final phase, communication pylon  
construction completed, assembly of the steel construction of the turbine hall building has been 
commenced 

Construction of new 
ǳƴƛǘ ƛƴ DƻǊȊƽǿ /It 

 construction of cogeneration CCGT unit with a capacity of 138 MWe and 88 MWt  
 budget: approx. PLN 550 million (net, without costs of financing) 
 capital expenditures incurred so far: approx. PLN 491 million 

 fuel: local nitrogen-rich gas or methane-rich gas (Group E) 
 overall net efficiency: 84% 

 
 contractor: syndicate of companies from Siemens group 

  October 3, 2013 - issue of Notice to Proceed 
 status: unit commissioned on January 31, 2017 

Construction of a 
Thermal Processing 
Installation with 
Energy Recovery at 
wȊŜǎȊƽǿ /It 

 construction of a thermal processing ƛƴǎǘŀƭƭŀǘƛƻƴ ǿƛǘƘ ŜƴŜǊƎȅ ǊŜŎƻǾŜǊȅ ŀǘ wȊŜǎȊƽǿ /It ǿƛǘƘ 
capacity of approx. 8 MWe in condensation (approx. 4.6 MWe + 16.5 MWt in co-generation) 

 budget: approx. PLN 293 million (net, without costs of financing) 

 capital expenditures incurred so far: approx. PLN 15 million 
 fuel: municipal waste 

 ōƻƛƭŜǊΩǎ ŜŦŦƛŎƛŜƴŎȅ: 86% 
  contractor: syndicate of TM.E. {ΦǇΦ!Φ ¢ŜǊƳƻƳŜŎŎŀƴƛŎŀ 9ŎƻƭƻƎƛŀ ŀƴŘ !ǎǘŀƭŘƛ {ΦǇΦ! ǎǇƽƱƪŀ Ŏȅǿƛƭƴŀ 

  commissioning: H1 2018 

 
 Agreement with the Contractor signed on December 22, 2015, Notice to Proceed issued on April 8, 
2016 

 
 
 
 

 

 status: reinforce and concrete works are held connected with the construction of the 
administration and main building, construction of supporting structure of the boiler has 
commenced 

  135 
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Investments  
 

Gniewino Lotnisko wind farm 

in renewable   budget: approx. PLN 516 million (net, without costs of financing) 

energy sources  capacity: 90 MW (30 turbines with a capacity of 3 MW) 

 

 June 2014 ς contract for supply of wind turbines (Alstom) 

 

 August 2014 ς contract for construction works (CJR) 

 

 status: investment completed, occupancy permit obtained in December 2015, concession for 
electricity generation obtained in January 2016 

 Kisielice II wind farm 

 

 budget: approx. PLN 79 million (net, without costs of financing) 

 

 capacity: 12 MW (6 turbines with a capacity of 2 MW) 
 

 

 January 2015 ς turnkey contract for construction of the wind farm (Mega) 

 

 status: investment completed, occupancy permit obtained in December 2015, concession for 
electricity generation obtained in February 2016 

 

 

¢ƻǘŀƭ ƛƴǎǘŀƭƭŜŘ ŎŀǇŀŎƛǘȅ ƛƴ tD9 DǊƻǳǇΩǎ ǿƛƴŘ ŦŀǊƳǎ ŎǳǊǊŜƴǘƭȅ ŀƳƻǳƴǘǎ ǘƻ 529 MW.  136 

 137 

Modernisation and 
replacement 
projects 

Comprehensive modernization of units 7-12 - .ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ 

 tǊƻƧŜŎǘΩǎ ƻōƧŜŎǘƛǾŜΥ to extend the life-time of the units up to 320 ths. hours which enables 
utilization of existing lignite resources and boosting the efficiency of the units by approx. 2 
p.p.  
 work progress: in 2013-2015 units no. 7, 8, 11 and 12 commissioned. On June 21, 2016 unit no. 9 
was commissioned, while unit no. 10 was commissioned on September 28, 2016. 
 budget: approx. PLN 4.6 billion (net, without costs of financing) 

 fuel: lignite 
 completion: 2017 

 Modernization of desulphurization installations for units 3-12 - .ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ 

 

 ǇǊƻƧŜŎǘΩǎ ƻōƧŜŎǘƛǾŜ: to decrease the SO2 emission level to the level required in IED (<=200 
mg/Nm

3
) 

 budget: ca. PLN 156 million (net, without costs of financing)  
 fuel: lignite 
 completion: July 2016 

 

Change in technology of furnace waste storage for units 1-12 ς .ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ ŀƴŘ 
construction of installation to transport ash; production and transport of sludge from unit 14 
ƛƴ .ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ  

 

 ǇǊƻƧŜŎǘΩǎ ƻōƧŜŎǘƛǾŜ: to provide the capability for storage of furnace waste produced during the 
operation of units 1-мн ƻŦ .ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ until exhaustion of lignite resources. In the 
course of the project, the requirement to fit out unit 14 with new technology for the 
transport and storage of combustion waste was identified.  
 work progress: the works related to protection and fulfilment of the landfill are still to be finished. 
Tenders and initial work on the installation for the unit no. 14 are underway. 
 budget for units 1-12: ca. PLN 450 million (net, without costs of financing) 
 budget for unit 14: ca. PLN 91 million (net, without costs of financing)  

 completion: 2018 

 Reduction of NOx emission - units 1, 2 and 4 Opole power plant 

 

 ǇǊƻƧŜŎǘΩǎ ƻōƧŜŎǘƛǾŜ: to decrease the NOx emission level from boilers of units no. 1, 2 and 4 to 
standard required in IED (<=200 mg/Nm

3
) 

 budget: ca. PLN 148 million (net, without costs of financing)  
 fuel: hard coal 
 completion: October 2016 

  138 
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 Construction of desulphurization installations for units 4-6 ς ¢ǳǊƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ 

 

 ǇǊƻƧŜŎǘΩǎ ƻōƧŜŎǘƛǾŜ: to decrease the SO2 emission level to standard required in IED (<=200 
mg/Nm

3
).  

 work progress:  commissioning of FGD installation in June 2016 
 budget: ca. PLN 530 million (net, without costs of financing)  
 fuel: lignite 
 completion: Q1 2017 

 /ƻƴǎǘǊǳŎǘƛƻƴ ƻŦ ƻǾŜǊōǳǊŘŜƴ ƭƛƴŜ D5Φм ƛƴ .ŜƱŎƘŀǘƽǿ [ƛƎƴƛǘŜ aƛƴŜ ό{ȊŎȊŜǊŎƽǿ CƛŜƭŘύ 

 

 ǇǊƻƧŜŎǘΩǎ ƻōƧŜŎǘƛǾŜ: to increase the mine extraction capacity enabling to cover lignite needs of 
.ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ  
 budget: ca. PLN 100 million (net, without costs of financing) 
 fuel: lignite 
 completion: October 2016 

 
Construction of flue gas denitrification installation and flue-gas desulphurisation for OP-230 boilers 
no. 3 and 4 in Bydgoszcz CHPs 

 

 Aim of the project: Reduction of NOx and SOx emissions from boilers no. 3 and 4 to a level 
allowing for further use after 2017 
 work progress: announcement of the proceeding 
 budget: ca. PLN 52 million (net, without costs of financing) for denitrification installation, 
ca. PLN 50 million (net, without costs of financing) for desulphurisation installation 
 fuel: hard coal 

 completion: 2018 

 Modernisation of the Pomorzany power plant 

 

 Aim of the project: Reduction of NOx and SOx emissions from Benson OP-206 boilers to a level 
allowing to meet the requirements of future BAT conclusions as well as to ensure that the plant 
remains in operation until about 2040 

 

 work progress: agreements signed with main contractors (on construction of 
desulphurisation and deNOx installations and selected non-contractual tasks). Main 
contractors are currently preparing documentation of main projects and documents for the 
permission for construction  

 budget: ca. PLN 364 million (net, without costs of financing) 

 fuel: hard coal 
 completion: in terms of NOx ς 2017/2018 (unit A/B), in terms of FGD - 2019 

 Comprehensive reconstruction and modernisation of units no. 1-о ŀǘ ¢ǳǊƽǿ ǇƻǿŜǊ plant 

 

 Aim of the project: Adaptation to future BAT conclusions requirements regarding 
permissible emissions of sulphur, NOx and particulate, increase of availability and efficiency, 
ŀǎ ǿŜƭƭ ŀǎ ŜȄǇŀƴǎƛƻƴ ƻŦ ŜŀŎƘ ǘǳǊōƻǎŜǘΩǎ nominal capacity by approx. 15 MWe 
 work progress: receipt of main project for particular islands and project executive project 
with regard to boiler, turbine, generator, electrofilt er 
 budget: PLN 759 million (net, without costs of financing) 
 fuel: lignite 
 completion: 2020 

 
Construction of flue gas desulphurisation and denitrification installations for WP-70 boilers 
at Lublin-²Ǌƻǘƪƽǿ /It 

 

 Aim of the project: Adaptation of WP-70 water boilers to emission standards as per future 
BAT conclusions requirements 
 work progress: proceeding for General Contractor and Contract Engineer are being finalised 
 budget: PLN 95 million (net, without costs of financing) 
 fuel: hard coal 
 completion: 2018 

Project of network 
losses reduction  

 the project is intended to reduce electricity procurement costs for balancing differences 

 activities undertaken: 
Á replacement of HV/MV, MV/LV transformers with low-loss units  
Á grid conversion and modernisation: construction of HV/MV and MV/LV stations, 

increase of cable cross-sections for HV, MV and LV lines, reduction of MV and LV 
lines, 

Á maintenance of optimal grid workload, elimination of adverse energy transit in HV 
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lines, optimisation of MV line partitions, 
Á reduction of load asymmetries in LV lines.  

  the results of the project: lowering of the balancing difference in 2016 to 5.77% (in 2015 it 
amounted to 5.91%); volume of balancing difference in 2016 amounted to 2.41 TWh with the 
simultaneous increase of volumes of energy delivered to off-takers by 2.85% in comparison to 
2015. 

 activities initiated in 2016:  
project assumptions for 2016-2020 were updated in March 2016. Pursuant to the revision, 
activities aimed at reducing balancing differences at PGE Dystrybucja S.A. were to be continued. 
(asides from above ς actions intended to increase the sale of electricity to final off-takers through, 
inter alia, lowering of SAIDI, SAIFI ratios) 

Trading strategy 
update 

 the aim of the project: achieving maximum margin on sale of electricity simultaneously 
minimising risk associated with trading activities  

 activities initiated in 2016: 

sale of electricity was realised pursuant to conditions resulting from optimisation of use of 
particular generating units in connection with the level of variable costs, level of market 
prices, market liquidity, regulations and laws, with the simultaneous assessment of risk 
ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ǎƻ ŎŀƭƭŜŘ άƻǇŜƴ Ǉƻǎƛǘƛƻƴέ. 5ǳŜ ǘƻ ǎƻ ŎŀƭƭŜŘ αǇƻǿŜǊ exchange ƻōƭƛƎŀǘƛƻƴέ 
binding in 2016 TGE (Polish Power Exchange) was the main electricity sales market. Sales 
were executed on forward market and spot market, where balancing of contractual position 
was made. Available capacities that were not sold, were offered on the balancing market. In 
addition, sales channel directed to transmission and distribution grid operators was also in 
use. Implementation of the plan of contracting was taking into account trading directions, 
hedging methods, risk and open trading positions limits as well as product optimisation. 
Implementation of the wholesale trading strategy included also introduction of solutions 
improving processes and introduction of IT tools supporting the activities in that area. 

CRM Billing  the aim of the project: is deployment of support systems for settlements and customer 
service in tD9 hōǊƽǘ {Φ!Φ ŀƴŘ tD9 5ȅǎǘǊȅōǳŎƧŀ {Φ!Φ ƛƴ ƻǊŘŜǊ ǘƻ ƛƳǇǊƻǾŜ operational performance 
and support tools for processes dealing with settlements and customer service, to improve 
competitive position on the back of an expanded product offering and to improve customer service 
quality through deployment of supporting IT tools 

   activities initiated in 2016:  
Á A procurement proceeding under public procurement law was initiated to deliver and 
ƛƳǇƭŜƳŜƴǘ ŀ ǎȅǎǘŜƳ ŦƻǊ ŎǳǎǘƻƳŜǊ ǎŜǊǾƛŎŜ ŀƴŘ ǎŜǘǘƭŜƳŜƴǘǎ ŀǘ tD9 hōǊƽǘ {Φ!Φ ŀƴŘ tD9 
Dystrybucja S.A. In December 2016 a shortlist of contractors was formally accepted 
and the invitations to submit offers will be sent to those contractors  

Á /ƻƳǇƭŜǘŜŘ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ƻŦ ƴŜǿΣ ŎŜƴǘǊŀƭƛȊŜŘ ǇƻǊǘŀƭ αŜ.hYέ for customers of PGE 
hōǊƽǘ {Φ!Φ along with the mobile application αƳ.hYέΣ available for Android platform 
and ƛh{Φ αŜ.hYκƳ.hYέ solution received an award PayU Lab Award in αŜ/ǳǎǘƻƳŜǊ 
Experience ς 9ƴŜǊƎȅέ category 

Á Central measurement base for remote reading in PGE Dystrybucja S.A. was prepared  
along with the construction of layer of transmission and monitoring of data transfer 
from metering system  

Human Capital 
Management 
Strategy (άHCM 
Strategyέ) 

 the aim of the project: supporting the business strategy goals through securing strategic and 
effective human resources management and optimization and standardisation of HR processes  

 activities initiated in 2016:  
In 2016 PGE Group continued works on implementation of initiatives described in HCM 
Strategy. The first editions of HR Business Partner Academy and HR and Payroll Process 
Management Academy were completed. Architecture of Positions was approved and IT tools 
were designed (SAP HRM module). Currently, implementation process of those solutions in 
particular business lines is ongoing.  

Program SAP  the aim of the project: improving operational efficiency through, inter alia, standardisation of 
processes within the Group, improving transparency through creation of uniform records of 
economic events and building base for creation of Shared Services Centre within PGE Group and 
integration of systems 

  activities initiated in 2016:  
Á Standard Audit File project completed in: PGE S.A., PGE GiEK S.A., PGE Dystrybucja 
{Φ!ΦΣ tD9 9ƴŜǊƎƛŀ hŘƴŀǿƛŀƭƴŀ {Φ!ΦΣ tD9 hōǊƽǘ {Φ!ΦΣ tD9 {ȅǎǘŜƳȅ {Φ!ΦΣ t¢{ .ŜǘǊŀƴǎ ǎǇΦ 
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z o.o., Bestgum Polska sp. z o.o., Eltur-Serwis sp. z o.o., MegaSerwis sp. z o.o., Ramb 
sp. z o.o., PGE Dom Maklerski S.A., Exatel S.A.  

Á SAP system encompassed more than 50 companies in the PGE Group along with 
branches. Implementation of SAP system encompassed more than 20 thousand users 
in all companies of the Capital Group. It is one of the largest implementation of SAP 
system in Europe. 

 139 

{ǘǊŀǘŜƎƛŎ wŜǎŜŀǊŎƘ ŀƴŘ 5ŜǾŜƭƻǇƳŜƴǘ ŀƴŘ bŜǿ .ǳǎƛƴŜǎǎ !ǊŜŀǎ όά{h.ƛwҌb.έύΣ ǿƛǘƘƛƴ ǿƘƛŎƘ ǘƘŜ DǊƻǳǇ ƛƴǘŜƴŘǎ ǘƻ ŎŀǊǊȅ ƻǳǘ 140 
R&D and innovation projects concerning, among others, the supply of new products or services. The SOBiR+NB areas are 141 
ŀƭƛƎƴŜŘ ǿƛǘƘ ǘƘŜ DǊƻǳǇΩǎ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ ŎƘŀƭƭŜƴƎŜǎ ŀƴŘ ŀǊŜ ƛŘŜƴǘƛŦƛŜŘ ŦƻǊ ŜŀŎƘ ŜƭŜƳŜƴǘ ƻŦ ǘƘŜ ǾŀƭǳŜ ŎƘŀƛƴ όǎŜŜ ǘƘŜ ƎǊŀǇƘ 142 
below) . 143 

 144 

 145 

Lƴ ŎƻƴƴŜŎǘƛƻƴ ǿƛǘƘ ŀƴ ¦ǇŘŀǘŜ ƻŦ ǘƘŜ DǊƻǳǇΩǎ {ǘǊŀǘŜƎȅ ǳƴǘƛƭ нлнл ōŜƛƴƎ ƛƴǘǊƻŘǳŎŜŘ ƛƴ ǘƘŜ ǘƘƛǊŘ ǉǳŀǊǘŜǊ ƻŦ нлмсΣ works have 146 
commenced on updating the Development and Innovation Strategy. The updated Development and Innovation Strategy will 147 
place emphasis on challenges that most affect the Group, where R&D and innovation are essential to the achievement of 148 
business objectives. In connection with this, particular attention will be paid to both dynamically developing segments such 149 
as electromobility or energy warehousing as well as ways of acquiring and developing initiatives such as new models of 150 
management and implementation of innovations like acceleration and investing in an equity fund model in small businesses 151 
that develop technologies and products. A strategic option for PGE will be the design and development of specific 152 
technologies ς which constitutes a large quality change in contrast to the previous model ς an operator of technologies from 153 
other businesses, providers. 154 

2.2.5. Innovation 155 

PGE focuses on initiating and executing R&D projects that fall within the SOBiR+NB areas. In 2016, several dozen projects 156 
were continued within these areas.  157 

Key projects in 2016 

άtƻǿŜǊ-to-Dŀǎέ 
concept 

 Aim of the project: ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ ŜƴŜǊƎȅ ǎǘƻǊŀƎŜ ǘŜŎƘƴƻƭƻƎȅ ƛƴ ŀ άtƻǿŜǊ-to-Dŀǎέ ƛƴǎǘŀƭƭŀǘƛƻƴΣ 
consisting of the conversion of electricity surpluses, produced mainly by wind farms, into hydrogen 
via an electrolysis process, with potential for further use in different technological configurations. 

 main activities: 
The feasibility study of construction of Power to Gas installation was developed on joint 
request of PGE S.A. and gas transmission operator Gaz-System S.A. Currently a plan of the 
Power to Gas project is being developed for a selected location and in a hydrogen use scenario. 

Cooperation with 
the National Centre 
for Research and 

 Aim of the project: use by PGE Group of public funds available in the Intelligent Development 
Operational Programme (POIR), where NCBR is the implementing authority 
 main activities: 
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Development 
("NCBR") 
 
  

Á As part of works intended to sign the Joint Venture Agreement, a version of the PGE ς 
NCBR Agreement was further adjusted to the new guidelines of POIR, which is a 
ŦƛƴŀƴŎƛƴƎ ǎƻǳǊŎŜ ŦƻǊ ǇŀǊǘ ƻŦ ǘƘŜ Wƻƛƴǘ ±ŜƴǘǳǊŜΩǎ ōǳŘƎŜǘ όǇǳōƭƛŎ ŦǳƴŘǎύΦ tD9 ς Contractor 
Agreement, which secures the interests of both of the Parties as regards intellectual 
property rights concerning R&D project results and establishes rules for the 
ŎƻƳƳŜǊŎƛŀƭƛǎŀǘƛƻƴ ƻŦ ǘƘŜǎŜ ǇǊƻƧŜŎǘǎΩ ǊŜǎǳƭǘǎΣ Ƙŀǎ ōŜŜƴ ǊŜǾƛŜǿŜŘ ŀƴŘ ƳƻŘƛŦƛŜŘΦ aƻǊŜover, 
with Sectoral Program for the power sector taken into account, the proposed research 
agenda had to be modified. The agenda is ready for presentation in order to be verified 
in operating mode by NCBR. The aim of the joint undertaking is to address the challenges 
ŦŀŎƛƴƎ tD9 DǊƻǳǇ ŀǎ ǘƘŜ ǎŜŎǘƻǊΩǎ ƭŀǊƎŜǎǘ ŜƴǘƛǘȅΣ ǘƘǳǎ ƛƴŎǊŜŀǎƛƴƎ ǘƘŜ ƭŜǾŜƭ ƻŦ 
innovativeness in PGE Group and the Polish energy sector. 

Á In September 2016, the National Centre for Research and Development in Poland 
announced the launch of a Feasibility Study for a Sector Programme for Electricity. This is 
a consistent plan for a research agenda concerning the electricity value chain, which is to 
constitute a response to the key challenges facing the entire industry.  

Involvement in 
equity structures 
that support the 
development of 
new technologies 
and solutions as 
well as small 
businesses 

 Aim of the project: Introduction of a new model for developing and implementing new 
solutions, allowing to manage higher-risk undertakings whilst reducing time-to-market for 
new solutions (for own purposes or to sell to other entities) 
 main activities: 
Á !ǎ ǇŀǊǘ ƻŦ tD9 DǊƻǳǇΩǎ ƛƴǾƻƭǾŜƳŜƴǘ ƛƴ Ŝǉǳƛǘȅ ƳŜŎƘŀƴƛǎƳǎΣ ŀ Ǉƭŀƴ Ƙŀǎ ōŜŜƴ ǇǊŜǇŀǊŜŘ ǘƻ 

come up with a fund (corporate venture capital). Within this plan, applications for 
public funding are being prepared and own funds have been allocated 

Á A dedicated company for implementing innovations has been set up, which will start 
with accelerating small businesses. This way, PGE will build up its network of contact 
and partnerships ensuring access to deal flow for fund investments. 

Electromobility  Aim of the project: promoting and developing electric transport in Poland.  
 main activities:  
Á concern two areas: - individual transport ς cars used for private and business purposes, 

and buses ς public transport in urban areas, as well as individual transport ς passenger 
cars used for professional and private purposes, and bus transport ς public transport in 
urban areas. 

Á PGE launched a project in which a pilot run is being implemented that consists of the 
construction of infrastructure for an electromobility system ƛƴ _ƽŘȋ. The aim of the pilot 
Ǌǳƴ ƛƴ _ƽŘȋ ƛǎ ǘƻ ǾŜǊƛŦȅ ŀ ōǳǎƛƴŜǎǎ ƳƻŘŜƭ ōŀǎŜŘ ƻƴ ŦƭŜŜt cars and the capacity to replicate 
it at other locations. PGE will manage the recharging infrastructure, provide quick-
charging services and successively grow the business scale and improve the client 
offering. Within the project, six fast public charging stations will be available as well as 
the option to manage free-standing charging stations for fleet clients. As part of the 
project, PGE signed on December 1, нлмс ŀ ƭŜǘǘŜǊ ƻŦ ƛƴǘŜƴǘ ǿƛǘƘ ǘƘŜ ƎƻǾŜǊƴƻǊ ƻŦ ǘƘŜ _ƽŘȋ 
Voivodship. The parties thus initiated talks regarding determining opportunities and 
ŎƻƴŘƛǘƛƻƴǎ ŦƻǊ ŎƻƻǇŜǊŀǘƛƻƴ ǿƛǘƘƛƴ ǘƘŜ άŜ-aƻōƛƭƛǘȅέ ǇǊƻƧŜŎǘ 

Á In October 2016 company ElectromobilityPoland S.A. was set up (in cooperation with the 
other three major energy groups in Poland), intended to rapidly develop individual 
electromobility in Poland  

Á PGE has commenced cooperation with bus manufacturers in order to develop, test and 
prepare for commercial implementation of a public transport model based on electric 
buses, with batteries being further used once they are no longer used in buses. This is an 
issue of particular importance in terms of improving the economic results of the entire 
use model for electric vehicles, with batteries being the main cost item. 

Recycling  Aim of the project: PGE Group is preparing to execute a project allowing to develop and 
implement a new technology for the recycling of lithium batteries, particularly those used 
in energy warehouse systems and to charge electric cars. This technology is intended to 
obtain strategic materials from used lithium batteries ς cobalt, nickel and copper. The 
project is important because of the forecast dynamic growth of the above markets and 
Polish legislative requirements specifying the necessity to collect and utilise used batteries 

 main activities: 
PGE S.A. has set up a consortium with RDLS sp. z o.o., a spin-off of the Warsaw University 
operating in the area of environmental research and biotechnology. The goal of the 
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consortium is to produce a pilot recycling installation for lithium batteries and implement 
this technology in Poland. The consortium jointly prepared and submitted an application 
for funding from the NCBR. 

  158 
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3. Risks and opportunities 159 

3.1. Risk management 160 

PGE S.A., as the Corporate Centre managing the Group, creates and implements risk management architecture at PGE 161 
DǊƻǳǇΦ Lƴ ǇŀǊǘƛŎǳƭŀǊΣ ƛǘ ǎƘŀǇŜǎ tD9 DǊƻǳǇΩǎ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ǇƻƭƛŎƛŜǎΣ ǎǘŀƴŘŀǊŘǎ ŀƴŘ ǇǊŀŎǘƛŎŜǎΣ ŘŜǎƛƎƴǎ ŀƴŘ ŘŜǾŜƭƻǇǎ ƛƴǘŜǊƴŀƭ 162 
IT tools to support these processes, specifies global risk appetite and adequate limits as well as monitors these.  163 

PGE Capital Group companies, as well as other entities from the electrical and power sector, are exposed to a number of 164 
risks and threats resulting from the specific operating activities and operating in specific market and regulatory environment. 165 

In PGE Group risk management process is pursued based on the GRC 166 
(Governance - Risk - Compliance) model. It allows adaptation and integration of 167 
each of the operational areas at all levels of management. Having established a 168 
top-level Risk Committee, which reports directly to the Management Board, 169 
supervision over the effectiveness of risk management in the Group is ensured. 170 
Function definition within corporate risk management allows an independent 171 
assessment of particular risks, their impact on PGE Group and limiting and 172 
controlling major risks using the economic capital concept via dedicated 173 
instruments. Formation of a separate compliance function within the Group 174 
guarantees ǘƘŀǘ tD9 DǊƻǳǇΩǎ ŀŎǘƛǾƛǘƛŜǎ ŀǊŜ ƛƴ ƭƛƴŜ ǿƛǘƘ ƭŜƎŀƭ ŎƻƴŘƛǘƛƻƴǎ ŀƴŘ 175 
ensures observance of the adopted internal standards.  176 

The PGE Capital Group has consequently developed a comprehensive risk 177 
management system. Mechanism allowing identification of areas exposed to 178 
risk and risk level measurement methods are constantly verified and 179 
developed. Thanks to that, the significant risks concerning various areas of 180 
operations are identified and kept within the assumed limits by reducing 181 
negative effects of such risks and by taking preventive or corrective measures, in accordance with the applied cycle. 182 

 183 

 184 

 185 

 186 

 187 

G4 

G4-14 
 

GC 

GC-10 

Source: own work 
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3.1.1. Risk factors and mitigating actions 188 

The main risks and threats of PGE S.A. and the PGE Group are presented below along with their assessment and outlook in 189 

the horizon of the next year. 190 

Risk level Â Â Â  Risk outlook  ̈ § |} 

 low medium high   decrease growth stable 

low level 
medium level  
high level 

 

Risk does not pose a threat and may be tolerated, 
Risk which needs preparation of the proper reaction based on analysis of costs and benefits, 
Intolerable risk, which needs immediate and active reaction, leading simultaneously to limitation of 
possible consequences and of probability of occurrence thereof 

Market  
(product) risks 
 
Related to prices 
and volumes of 
offered products 
and services 

 Prices of electricity and related products ς resulting from a lack of certainty with 
regard to the future levels and volatility of commodity prices relative to open 
contract positions - this particularly concerns electricity and associated products 
(property rights, CO2 emission allowances). 

Â |} 
 Electricity sales volumes ς this risk derives from a lack of certainty with 

regard to the conditions determining the demand and supply of electricity, 
directly affecting the volume of market sales by PGE Group. 

Â |} 
 Tariffs (regulated prices) ς resulting from the requirement to approve rates 

for distribution services and electricity and heat prices for particular groups 
of entities. 

Â |} 
Property risks 
 

Related to 
development and 
maintenance of 
the assets 

 Failures ς connected with the operation and degradation over time of 
energy equipment and facilities (maintenance and repair work, diagnostics) Â |} 

 Damage to property ς connected with the physical protection of energy 
equipment and facilities against destructive external factors (including fire, 
weather phenomena and intentional damage). 

Â § 

 
Investment and development ς connected with strategic plans for 
expanding the generation, distribution and sales potential as well as on-
going investments. 

Â |} 
Operational 
risks 

 
Related to 
pursuing of 
ongoing economic 
processes 

 Production costs ς connected with the growing costs of fuel procurement, 
operational works, wage factors, etc. Â |} 

 Electricity and heat production ς connected with production planning and 
impact of the factors that determine production capacities.  Â |} 

 Fuel management ς connected with uncertainty regarding the quality, 
timeliness and volumes of fuel supply (mainly coal) and the effectiveness of 
inventory management processes.  

Â |} 
 Human Resources ς pertaining to provision of employees with the relevant 

experience and competences, who are capable of performing specific tasks. Â |} 
 Social dialogue ς connected with a failure in achieving agreement between 
ǘƘŜ DǊƻǳǇΩǎ ƳŀƴŀƎŜƳŜƴǘ ŀƴŘ ŜƳǇƭƻȅŜŜǎΣ ǿƘŀǘ could lead to 
strikes/collective labour disputes. 

Â |} 
Regulatory and 
legal risks 

 
Related to 
compliance with 
external and 
internal legal 
provisions 

 Legal changes in support systems ς connected with uncertainty as to the 
future shape of the support system for production of certified energy. Â |} 

 Costs of purchase of certificates and CO2 allowances - resulting from the 
possible changes to the statutory requirement for electricity sellers to 
purchase a specified quantity of property rights and to uncertainty with 
regard to volume of CO2 emission rights granted free of charge in future.  

Â |} 
 Compensation for the termination of long-term contracts (LTCs) ς there is 

a possibility that the level of adjustments to advances collected for 
stranded costs, as calculated by the Group, will be questioned by the 
President of the Energy Regulatory Office (URE), as a result of which the 
Group will be obligated to return advances received for terminating the 
LTCs. 

Â  ̈

 Environmental protection ς resulting from industry regulations specifying 
which "environmental" requirements energy installations should meet and 
what the principles for using the natural environment are. The future 

Â § 
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environmental regulations and uncertainty concerning their final shape (in 
particular with regard to the revision of BAT / BREF) may translate into a 
change in the level of capital expenditures of the PGE Group. 

 Unresolved legal status ς connected with difficulties in respect of land 
acquisition or access to land in the course of new investments (particularly 
in the Distribution segment). 

Â |} 
 Concessions ς resulting from the statutory requirement to hold concessions 

with regard to conducted operations. Â |} 
 Discriminatory activities ς connected with application by the Group of 

practices that limit or eliminate competition and infringe on legal 
regulations or consumer interests. 

Â § 
Financial risks  
 

Related to finance 
management 

 Credit risk ς connected with the counterparty default, partial and/or late 
payment of receivables or a different type of breach of contractual 
conditions (for example failure to deliver/collect goods or failure to pay for 
any associated damages or contractual penalties). 

Â |} 
 Liquidity risk ς connected with the possibility of losing the ability to meet 

current liabilities and obtaining financing sources for business operations. Â § 
 Interest rate risk ς resulting in particular from the negative impact of 

changes in market interest rates on PGE Group's cash flows generated by 
floating-rate financial assets and liabilities. 

Â |} 
 Foreign exchange risk ς understood in particular as risk that PGE Group's 

cash flows denominated in currencies other than the functional currency 
are exposed to due to negative exchange rate movements.  

Â § 
 191 

The main risk mitigation actions for the PGE Group are presented below along with the description of the main tools used 192 
for the management of the given risk.  193 

 Market (product) risks 
Impact: revenues 
and product and 
service offerings 

Measures: PGE Group has rules for managing market risk (price- and volume-related), which include a 
global risk appetite measure, VaR-based position limits and management of consolidated exposure to 
commodity pricing risk through mechanisms for protection against risk exceeding acceptable levels. 
Those rules provide consistent guidance in respect of process organisation in the context of commercial 
strategy and mid-term planning. PGE Group follows rules pertaining to a strategy for hedging key 
exposures in the area of electricity and related product trading that correspond to the adopted risk 
appetite in the mid-term. Position hedging levels are established with consideration given to the results 
of analysing pricing risk in respect of electricity and related products. Target hedging levels are specified 
ǘŀƪƛƴƎ ƛƴǘƻ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ǘƘŜ DǊƻǳǇΩǎ ŦƛƴŀƴŎƛŀƭ ǎǘŀƴŘƛƴƎΣ ƛƴŎƭǳŘƛƴƎ ƛƴ ǇŀǊǘƛŎǳƭŀǊ ƛǘǎ ǎǘǊŀǘŜƎƛŎ ƻōƧŜŎǘƛǾŜǎ.  

PGE Group researches, monitors and analyses the electricity and related products markets in order to 
optimally use its generation and selling capacities.  

New products are introduced on the retail market and actively promoted through nationwide 
marketing campaigns. Maintaining a diverse product portfolio and focusing efforts on tailoring its 
offering to the market, the Group diversifies channels used to reach the end-customers and diversifies 
ǘŀǊƎŜǘ ƎǊƻǳǇǎ ǿƛǘƘ ŀŎŎƻǳƴǘ ǘŀƪŜ ǘƻ ŎƭƛŜƴǘΩǎ ǾƻƭǳƳŜ ǇƻǘŜƴǘƛŀƭΦ 9ŦŦƻǊǘǎ ŀƛƳŜŘ ŀǘ ŎǳǊǊŜƴǘ ŎƭƛŜƴǘǎ ǊŜǘŜƴǘƛƻƴ 
are based on a model consisting of a diversified portfolio of customer loyalty schemes and client-
acquisition activities. Portfolio includes also special offers dedicated to former clients who moved over 
to the competitors, as well as industry offerings dedicated to specific types of economic activity. PGE 
Group also introduces bundled offers. Particular attention is paid to ensuring a high level of customer 
ǎŜǊǾƛŎŜ ōȅ ŘŜǾŜƭƻǇƛƴƎ ŜƳǇƭƻȅŜŜǎΩ ŎƻƳǇŜǘŜƴŎŜǎ ŀƴŘ ōǳƛƭŘƛƴƎ ǊŜƭŀǘƛƻƴǎ ǿƛǘƘ ōǳǎƛƴŜǎǎ ŀƴŘ ǊŜǘŀƛƭ ŎƭƛŜƴǘǎΦ 
Having implemented tools to support these processes, the Group effectively manages information 
flows, which directly translates into comfortable client relations as well as better sales planning and 
organisation. 
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 Operational risks 
Impact: costs Measures: PGE Group's results are to a large extent dependent on the costs incurred in the course of 

operations. The Group optimises costs inter alia through monitoring of fuel prices and reserves and 
securing supply through long-term contracts with suppliers and through price fixing formulas. 
Inspections, repairs and modernisation of the existing assets optimise equipment lifecycles and 
required availability of key components of those assets. Level of costs is affected by securing CO2 
emission allowances partly free of charge and purchase of lacking allowance with the assumption of 
securing the margin on sales.  

An intensive and effective dialogue is also carried out in order to avoid escalation of potential 
disputes with the social partners and to work out the most favourable solutions with regard to 
employment and employment costs within PGE Capital Group connected therewith. 

 Property risks 
Impact: assets             Measures: PGE Group effectively pursues a strategy for building up and modernization of its 

production capacities. The Group diversifies current structure of the production sources due to 
energy generation technology. Currently PGE Group is running two key investmeƴǘǎ όhǇƻƭŜΣ ¢ǳǊƽǿύ 
alongside a number of grid investments, RES investments as well as modernisation and development 
projects. We are continuously carrying out maintenance and repair work. Our main generation 
assets were insured against failure and damage to property. The reliability of the power supply to the 
end users has been systematically improved.  

 Regulatory and legal risks 
Impact: 
compliance area 

Measures: PGE Group's operations are subject to a host of national and international laws and 
regulations. Monitoring of the changes being introduced or proposed allows for minimization of their 
negative impact on our operations in key business segments. PGE S.A. is one of the members of the 
tƻƭƛǎƘ 9ƭŜŎǘǊƛŎƛǘȅ /ƻƳƳƛǘǘŜŜ ǘƘŀǘ ƻǇŜƴŜŘ ƛǘǎ ƻŦŦƛŎŜ ƛƴ .ǊǳǎǎŜƭǎΦ ¢ƘǊƻǳƎƘ ǘƘŜ /ƻƳƳƛǘǘŜŜΩǎ ƻǇŜǊŀǘƛƻƴǎΣ 
PGE S.A. actively influences proceeding and shaping of EU law and engages a dialogue with the EU 
institutions.  

The Group adapts its internal regulations and practices to make sure that the activities are in 
compliance with the power sector regulations and binding law.  

The extraction of fossil fuels as well as the production and distribution of electricity and heat have 
impact on the environment therefore the Group continuously improves its activities aimed at 
protecting and improving the state of the environment by implementing technological and 
organisational solutions ensuring efficient and effective management in this area. 

 Financial risks 

Impact:  Finance 
management 

Measures: PGE Group manages credit risk stemming from commercial transactions. Prior to 
executing a transaction, a counterparty assessment is carried out and forms a base for applying  
credit limits, that are regularly updated and monitored. Exposures that exceed established limits are 
ƘŜŘƎŜŘ ƛƴ ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ǘƘŜ DǊƻǳǇΩǎ ŎǊŜŘƛǘ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ǇƻƭƛŎȅΦ  

PGE Group applies a central financing model, which is generally used by PGE S.A. when raising 
external capital. PGE Group subsidiaries use a variety of intra-group financing sources such as: loans, 
bonds, bank account consolidation agreements (cash pooling). Liquidity risk is monitored using 
periodic liquidity planning, i.e. cash flow moving forecasts for operating, investing and financing 
activities. As regards currency risk and interest rate risk, PGE Group has implemented internal 
management procedures. PGE Group companies execute derivative transactions involving interest 
rate- and/or currency-based instruments (IRS, CCIRS) only in order to hedge identified risk exposures. 

  194 
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4. PGE Capital Group in 2016 195 

4.1. Key financial results of the PGE Capital Group 196 

 197 

Key financial data  Unit 

Year ended Year ended % Year ended % 
change December 31, 

2016 
December 31, 

2015 
change December 31, 

2014 
 

 

 

 

Sales revenues 
PLN 

million 
28,092 28,542 -2% 28,143 1% 

EBIT 
PLN 

million 
3,512 -3,589 - 5,096 - 

EBITDA 
PLN 

million 
7,376 8,228 -10% 8,129 1% 

Adjusted net profit attributable to 
equity holders of the parent company*  

PLN 
million 

3,363 4,290 -22% 3,761 14% 

LTC compensations 
PLN 

million 
668 546 22% 1,785 -69% 

LTC revenues 
PLN 

million 
520 546 -5% 1,539 -65% 

Reversal of the LTC write-offs (other 
operating revenues) 

PLN 
million 

148 0 - 246 - 

Capital expenditures 
PLN 

million 
8,152 9,450 -14% 6,349 49% 

Net cash from operating activities 
PLN 

million 
6,391 6,777 -6% 6,333 7% 

Net cash from investing activities 
PLN 

million 
-10,656 -8,594 -24% -6,382 -35% 

Net cash from financial activities 
PLN 

million 
3,830 -1,265 - 284 - 

Adjusted net earnings per share* PLN 1.80 2.29 -21% 2.01 14% 

EBITDA margin % 26% 29%  29% 
 

Working capital PLN 
million 

5,702 4,126 38% 6,721 -39% 

Net debt/LTM EBITDA **  x 0.70 0.32  -0.13   

* Net profit adjusted by impairment loss 

**  LTM EBITDA - Last Twelve Months EBITDA 

 198 

One-offs 

 
Unit 

Year ended Year ended % Year ended % 

December 31, 
2016 

December 31, 2015 change December 31, 2014 change 

LTC compensations 
PLN 

million 
668 546 22% 1,785 -69% 

Provision for CO2 
PLN 

million 
0 0 - 751 - 

Change in reclamation provision 
PLN 

million 
643 93 591% -213 - 

Change in actuarial provision 
PLN 

million 
48 58 -17% -130 - 

Revaluation of balance sheet value of 
property rights 

PLN 
million 

-118 0 - 0 - 

Voluntary Leave Program  
PLN 

million 
-16 20 - -404 - 

Total 
PLN 

million 
1,225 717 71% 1,789 -60% 

G4 

G4-EC1 
 



aŀƴŀƎŜƳŜƴǘ .ƻŀǊŘΩǎ ǊŜǇƻǊǘ ƻƴ ŀŎǘƛǾƛǘƛŜǎ ƻŦ tD9 tƻƭǎƪŀ DǊǳǇŀ 9ƴŜǊƎŜǘȅŎȊƴŀ {Φ!Φ 
and PGE Capital Group of for the year 2016 

 

 

37 of 151 

 

4.1.1. Consolidated statement of comprehensive income 

Chart: Key changes of recurring EBITDA in PGE Capital Group [in PLN million]. 

 
 

Chart: Key changes of recurring EBITDA by segments [in PLN million]. 

 

 

 

EBITDA 

2015

Result on 

electricity
Fuels CO2 costs

Revenues 

from 

agreement 

with TSO

Revenues 

from 

certificates

Sales of heat
Certificates 

redemption

Return on 

distribution

Capitalised 

costs
Other

EBITDA 

2016

Change -826 378 -390 14 -121 8 -22 -164 -485 248

EBITDA reported  2015 8,228

One-offs  2015 717

Recurring EBITDA  2015 7,511 10,936 2,372 765 499 600 724 980 4,336 1,492

Recurring EBITDA  2016 10,110 1,994 1,155 513 479 732 1,002 4,172 1,007 6,151

One-offs  2016 1,225

EBITDA reported  2016 7,376

one-offs

5,500

6,000

6,500

7,000

7,500

8,000

8,500

EBITDA 

2015

Conventional  

Generation
Renewable Energy Supply Distribution

Other Operations + 

consol idation 

adjustments

EBITDA 

2016

Change -1,034 -26 -213 -113 26

EBITDA reported  2015 8,228 4,698 391 2,461 610 68

One-offs  2015 717 703 1 15 2 -4

Recurring EBITDA  2015 7,511 3,995 390 2,446 608 72

Recurring EBITDA  2016 2,961 364 2,233 495 98 6,151

One-offs  2016 1,221 1 -3 5 1 1,225

EBITDA reported  2016 4,182 365 2,230 500 99 7,376

one-offs

5,500

6,000

6,500

7,000

7,500

8,000

8,500
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4.1.2. Consolidated statement of financial position 

Chart: Key changes in Assets [in PLN million]. 

 

 

 

Chart: Key changes in Equity and Liabilities [in PLN million]. 
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4.1.3. Consolidated statement of cash flows 

Chart: Net change in cash [in PLN million]. 

 

 

Net change in 

cash 2015
Recurring EBITDAIncome tax paid Working capital*

Purchase of 

property, plant 

and equipment 

and intangible 

assets

Acquisition of 

financial assets 

and increase of 

share in 

companies of the 

Capital Group

Repayment of 

loans, borrowings, 

bonds and finance 

lease

Dividends paid 

to shareholders

Deposi ta 

made/ 

terminated

Other
Net change in 

cash 2016

Change -1,360 289 356 671 -370 4,112 991 -2,291 249

Net change in cash 2015 -3,082 7,511 -616 -554 -8,606 -97 337 -1,462 -10 415

Net change in cash 2016 6,151 -327 -198 -7,935 -467 4,449 -471 -2,301 664 -435

*Part of the working capital adjusting the cash flows from operating activities

-5,000

-4,000

-3,000

-2,000

-1,000

0

1,000

2,000
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4.1.4. Geographical areas 

¢ŀōƭŜΥ .ǊŜŀƪŘƻǿƴ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ƛƴŎƻƳŜ ŦǊƻƳ ŎƻƴǘƛƴǳƛƴƎ ƻǇŜǊŀǘƛƻƴǎΣ ōȅ ƎŜƻƎǊŀǇƘƛŎ ŀǊŜŀΣ ƛƴ нлмсΣ нлмр ŀƴŘ нлмп. 

in PLN million 

Total revenues 

2016 % share 2015 % share 
% 

change 
2014 

% 
share 

% 
change 

 Domestic market 27,975 100% 28,421 100% -2% 27,974 99% 2% 

 EU member states 106 0% 110 0% -4% 154 1% -29% 

 Other countries 11 0% 11 0% 0% 15 0% -27% 

 TOTAL 28,092 100% 28,542 100% -2% 28,143 100% 1% 

In the years 2016, 2015 and 2014, the Group earned income mainly in the domestic market.  

The decrease of revenues on the domestic market resulted mainly from lower electricity generation volume and lower sale 
price. 

The decrease of revenues from sales to the EU member states is connected with lower value of sales by PGE Trading GmbH.  

4.1.5. Key financial results in the business segments  

¢ŀōƭŜΥ .ǊŜŀƪŘƻǿƴ ƻŦ ǘƘŜ DǊƻǳǇΩǎ ǊŜǾŜƴǳŜǎ ōȅ ōǳǎƛƴŜǎǎ ǎŜƎƳŜƴǘǎ ŦƻǊ ȅŜŀǊǎ нлмсΣ нлмр ŀƴŘ нлмп. 

in PLN million 
Total revenues 

2016 2015 % change 2014 % change 

Conventional Generation 11,738 12,715 -8% 12,906 -1% 

Renewables  717 761 -6% 767 -1% 

Supply  16,014 15,783 1% 14,431 9% 

Distribution  5,918 6,083 -3% 5,781 5% 

Other operations  688 682 1% 1,854 -63% 

TOTAL 35,075 36,024 -3% 35,739 1% 

Consolidation adjustments -6,983 -7,482 -7% -7,596 -2% 

TOTAL AFTER ADJUSTMENTS 28,092 28,542 -2% 28,143 1% 

 

Table: Key financial figures for each business segment for 2016 (after intrasegmental eliminations). 

* see note 6.1 to the consolidated financial statements   

in PLN million 
EBITDA  EBIT  

Capital  
expenditures 

Assets of the 
segment* 

 2016  

Conventional Generation 4,182 2,691 6,179 36,343 

Renewables  365 -770 144 3,671 

Supply  500 473 23 3,469 

Distribution  2,230 1,104 1,721 17,382 

Other operations  67 -64 170 1,067 

TOTAL 7,344 3,434 8,237 61,932 

Consolidation adjustments 32 78 -85 -2,091 

TOTAL AFTER ADJUSTMENTS 7,376 3,512 8,152 59,841 
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Table: Key financial figures for each business segment for 2015 (after intrasegmental eliminations). 

 

Table: Key financial figures for each business segment for 2014 (after intrasegmental eliminations). 

  

in PLN million 
EBITDA  EBIT  

Capital  
expenditures 

Assets of the 
segment* 

 2015  

Conventional Generation 4,698 -5,732 6,495 32,419 

Renewables  391 107 931 4,767 

Supply  610 585 31 3,762 

Distribution  2,461 1,387 1,841 16,710 

Other operations  66 -51 216 1,033 

TOTAL 8,226 -3,704 9,514 58,691 

Consolidation adjustments 2 115 -64 -2,348 

TOTAL AFTER ADJUSTMENTS 8,228 -3,589 9,450 56,343 

in PLN million 
EBITDA  EBIT  

Capital  
expenditures 

Assets of the 
segment* 

 2014  

Conventional Generation 4,983 3,296 4,362 35,358 

Renewables  391 174 374 4,110 

Supply  246 228 17 3,601 

Distribution  2,329 1,306 1,508 15,726 

Other operations  161 31 158 1,400 

TOTAL 8,110 5,035 6,419 60,195 

Consolidation adjustments 19 61 -70 -1,965 

TOTAL AFTER ADJUSTMENTS 8,129 5,096 6,349 58,230 
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4.2. Key operational figures of PGE Capital Group 

Table: Key operational figures. 

Key figures Unit 2016 2015 
% change 

2014 
% change 

  

Lignite extraction Tons m 47.68 49.40 -3% 49.97 -1% 

Net electricity production  TWh 53.67 55.58 -3% 54.84 1% 

Heat sales GJ m 18.06 18.19 -1% 17.94 1% 

Sales to final customers* TWh 42.91 39.00 10% 39.64 -2% 

Distribution of electricity** TWh 34.32 33.38 3% 32.54 3% 

* ǎŀƭŜǎ ōȅ tD9 hōǊƽǘ {Φ!Φ ǿƛǘƘ ŀŘŘƛǘƛƻƴŀƭ ŜǎǘƛƳŀǘƛƻƴ ŀƴŘ ǿƛǘƘ ǘŀƪƛƴƎ ƛƴǘƻ ŀŎŎƻǳƴǘ ǘƘŜ ǎŀƭŜǎ ǿƛǘƘƛƴ tD9 DǊƻǳǇ  

**  with additional estimation 

Key figures Unit 
Q1 Q2 Q3 Q4 Q4 

2016 2016 2016 2016 2015 

Lignite extraction Tons m 11.10 10.58 13.07 12.93 11.84 

Net electricity production  TWh 13.16 12.26 13.62 14.63 13.84 

Heat sales GJ m 7.80 2.38 1.12 6.76 6.15 

Sales to final customers* TWh 10.70 10.73 10.47 11.01 9.97 

Distribution of electricity** TWh 8.64 8.27 8.52 8.89 8.58 

ϝ ǎŀƭŜǎ ōȅ tD9 hōǊƽǘ {Φ!Φ ǿƛǘƘ ŀŘŘƛǘƛƻƴŀƭ ŜǎǘƛƳŀǘƛƻƴ ŀƴŘ ǿƛǘƘ ǘŀƪƛƴƎ ƛƴǘƻ ŀŎŎƻǳƴǘ ǘƘŜ ǎŀƭŜǎ ǿƛǘƘƛƴ tD9 DǊƻǳǇ  

**  with additional estimation 

4.2.1. Balance of energy of PGE Capital Group 

Sales of electricity  

Table: Sales of electricity outside the PGE Capital Group (in TWh). 

Sales volume 2016 2015 
% change 

2014 
% change 

  

SALES IN TWh, including: 104.35 101.70 3% 103.14 -1% 

Sales to end-users* 42.96 39.05 10% 39.60 -1% 

Sales on the wholesale market, including:  59.13 60.89 -3% 62.44 -2% 

Sales on the domestic wholesale market - power       
exchange 

53.15 57.71 -8% 56.54 2% 

Other sales on the domestic wholesale market 5.83 3.07 90% 3.10 -1% 

Sales to foreign customers 0.15 0.11 36% 2.80 -96% 

Sales on the Balancing Market  2.26 1.76 28% 1.10 60% 

* after elimination of internal sales within PGE Group 
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Table: Sales of electricity outside the PGE Capital Group (in TWh). 

Sales volume 
Q1 Q2 Q3 Q4 Q4 

2016 2016 2016 2016 2015 

SALES IN TWh, including: 25.46 25.17 26.29 27.43 25.82 

Sales to end-users* 10.71 10.75 10.48 11.02 9.99 

Sales on the wholesale market, including:  14.27 13.85 15.27 15.74 15.31 

Sales on the domestic wholesale market - power       
exchange 

12.75 12.47 13.82 14.11 14.44 

Other sales on the domestic wholesale market 1.49 1.36 1.43 1.55 0.84 

Sales to foreign customers 0.03 0.02 0.02 0.08 0.03 

Sales on the Balancing Market  0.48 0.57 0.54 0.67 0.52 

* after elimination of internal sales within PGE Group 

The growth in sales volumes to end customers in comparison to 2015 resulted mainly from having contracted 
additional volumes in the corporate client segment in A and C2x tariff groups. The decline in volumes sold via the 
ǇƻǿŜǊ ŜȄŎƘŀƴƎŜ ƛǎ ŎƻƴƴŜŎǘŜŘ ǿƛǘƘ ŘŜŎǊŜŀǎŜŘ ƎŜƴŜǊŀǘƛƻƴ ŘǳŜ ǘƻ ƭƻǿŜǊ ŀǾŀƛƭŀōƛƭƛǘȅ ƻŦ ǘƘŜ .ŜƱŎƘŀǘƽǿ ǇƻǿŜr plant. A 
higher sales volume on other wholesale markets was driven by performance of contracts for PSE S.A. and Enea 
Operator S.A. in the Conventional Generation segment. Higher sales volumes on the balancing market were 
connected with sales under the Cold Intervention Reserve Service όαLw½έύΦ  

Purchases of electricity 

Table: Purchases of electricity from outside of the PGE Capital Group (in TWh). 

Purchases volume 
 

2016 2015 % change 2014 % change 
 

PURCHASES IN TWh, including:  55.43 50.92 9% 53.18 -4% 

Purchases on the domestic wholesale market ς 
power exchange 

 42.84 40.54 6% 37.82 7% 

Purchases on the domestic wholesale market, 
other 

 5.23 3.99 31% 5.20 -23% 

Purchases from abroad  0.06 0.03 100% 2.75 -99% 

Purchases from Balancing Market  7.30 6.36 15% 7.41 -14% 

 

 

Purchases volume 
 Q1 Q2 Q3 Q4 Q4 

 2016 2016 2016 2016 2015 

PURCHASES IN TWh, including:  14.02 13.67 13.71 14.03 13.37 

Purchases on the domestic wholesale market ς 
power exchange 

 10.57 10.64 10.80 10.83 10.33 

Purchases on the domestic wholesale market, 
other 

 1.24 1.15 1.24 1.60 1.37 

Purchases from abroad  0.02 0.02 0.01 0.01 0.00 

Purchases from Balancing Market  2.19 1.86 1.66 1.59 1.67 

Increased purchases on the domestic wholesale market ς power exchange in comparison to 2015 was caused by 
higher demand for electricity in Supply segment due to higher volume of sales to final customers. Higher purchase 
volume was also recorded on other wholesale market what is a result of increased purchase on local market from 
tƻƱŀƴƛŜŎ ǇƻǿŜǊ Ǉƭŀƴǘ ŜȄŜŎǳǘŜŘ ōȅ tD9 hōǊƽǘ {Φ!Φ IƛƎƘŜǊ ǇǳǊŎƘŀǎŜ ǾƻƭǳƳŜ ƻƴ ǘƘŜ ōŀƭŀƴŎƛƴƎ ƳŀǊƪŜǘ ƛǎ ŀ ŎƻƴǎŜǉǳŜƴŎŜ 
of  necessity to balance the contracted sale, purchase and generation. 
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Production of electricity 

Table: Production of electricity (in TWh).  

Generation volume 2016 2015 % change 2014 % change 

ENERGY GENERATION IN TWh, including: 53.67 55.58 -3% 54.84 1% 

Lignite-fired power plants 37.26 38.98 -4% 39.22 -1% 

including co-combustion of biomass 0.00 0.34 - 0.39 -13% 

Coal-fired power plants  10.71 11.04 -3% 11.35 -3% 

including co-combustion of biomass 0.30 0.43 -30% 0.44 -2% 

Coal-fired CHP plants 0.98 1.30 -25% 1.10 18% 

Gas-fired CHP plants 2.33 2.05 14% 1.16 77% 

Biomass-fired CHP plants 0.43 0.46 -7% 0.43 7% 

Pumped-storage power plants 0.45 0.57 -21% 0.52 10% 

Hydroelectric plants 0.43 0.36 19% 0.42 -14% 

Wind power plants 1.08 0.82 32% 0.64 28% 

 

Generation volume 
Q1 Q2 Q3 Q4 Q4 

2016 2016 2016 2016 2015 

ENERGY GENERATION IN TWh, including: 13.16 12.26 13.62 14.63 13.84 

Lignite-fired power plants 8.50 8.35 10.30 10.11 9.34 

including co-combustion of biomass 0.00 0.00 0.00 0.00 0.09 

Coal-fired power plants  2.74 2.73 2.60 2.64 2.72 

including co-combustion of biomass 0.09 0.09 0.10 0.02 0.09 

Coal-fired CHP plants 0.39 0.14 0.09 0.36 0.38 

Gas-fired CHP plants 0.80 0.51 0.19 0.83 0.75 

Biomass-fired CHP plants 0.12 0.12 0.13 0.06 0.12 

Pumped-storage power plants 0.18 0.08 0.06 0.13 0.20 

Hydroelectric plants 0.13 0.11 0.07 0.12 0.05 

Wind power plants 0.30 0.22 0.18 0.38 0.28 

 

Generation level in 2016 in comparison to 2015 was mainly affected by lower generation in lignite-fired power plants. It is a 
ǊŜǎǳƭǘ ƻŦ ŘŜŎƭƛƴŜ ƛƴ ǇǊƻŘǳŎǘƛƻƴ ƛƴ .ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ ǊŜǎǳƭǘƛƴƎ ŦǊƻƳ ǿƻǊƪƛƴƎ ǘƛƳŜ ƻŦ ǳƴƛǘ ƴƻΦ м ƭƛƳƛǘŜŘ ǘƻ мΣрлл Ƙ ƛƴ нлмс 
according to particular requirements for peak units within IED. 

A decline in production at coal - fired power plants was caused by lower generation in Dolna Odra power plant what is a 
consequence of lower utilisation of units by PSE S.A. Moreover, unit no. 6 in Dolna Odra power plant was in overhaul from 
September 24, 2016 till December 20, 2016. 

Decrease of production coal-fired CHP plants is a result of lower production of electricity in Pomorzany CHP what is a 
consequence of limitation of working time to 17,500 h in years 2016-2023 according to requirements for natural derogation 
within IED. Additionally, lower electricity produced in co-generation in Bydgoszcz CHP is a consequence of taking over of part 
of the heat market by the Thermal Processing Installation in Bydgoszcz.  

G4 

G4-EU2 
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Increased production in gas-fired CHP plants results mainly from continuation of electricity production in co-
ƎŜƴŜǊŀǘƛƻƴ ǿƛǘƘ ƘŜŀǘ ŀŦǘŜǊ ǘƘŜ ƘŜŀǘƛƴƎ ǎŜŀǎƻƴ ƛƴ [ǳōƭƛƴ ²Ǌƻǘƪƽǿ /HP due to favourable prices of gas fuel. 

Higher production in wind farms results mainly from increased installed capacity by 218 MW in wind farms commissioned in 
the fourth quarter of 2015 and first quarter of 2016 i.e.:   

Á FW Lotnisko ς  90 MW;  
Á FW Resko II ς 76 MW; 
Á FW Karwice  ς 40 MW; 
Á FW Kisielice II ς 12 MW;  

 

with the lower generation from other wind farms due to unfavourable wind conditions. 

An increase of production in hydroelectric power plants is a consequence of more favourable hydrological 
conditions, mainly in the fourth quarter of 2016. 

Lower  production  in  pumped  storage  power  plants results  from  the  nature  of  these  generation  units, which  in  the 

three quarters of 2016 were used to a lower extent by PSE S.A. 

4.2.2. Sales of heat 

In 2016 the heat sales in PGE Capital Group totalled 18.06 GJ million and were lower by 1% compared to 2015. Lower 
sales of heat resulted mainly from limitation of working time of Pomorzany CHP to 17,500 h in years 2016-2023 
according to requirements for natural derogation within IED.  

  



aŀƴŀƎŜƳŜƴǘ .ƻŀǊŘΩǎ ǊŜǇƻǊǘ ƻƴ ŀŎǘƛǾƛǘƛŜǎ ƻŦ tD9 tƻƭǎƪŀ DǊǳǇŀ 9ƴŜǊƎŜǘȅŎȊƴŀ {Φ!Φ 
and PGE Capital Group of for the year 2016 

 

 

46 of 151 

 

4.3. Conventional Generation segment 

4.3.1. Assets 

Conventional Generation in PGE Capital Group includes PGE GiEK {Φ!Φ ōŀǎŜŘ ƛƴ .ŜƱŎƘŀǘƽǿΦ ¢ƘŜ ŎƻƳǇŀƴȅ ŎƻƳǇǊƛǎŜǎ 
12 branches which are located in nine voivodships of our country. Branches include 2 lignite mines, 4 conventional 
power plants and 8 CHP plants. 

The Group is the leader of lignite mining, with a share in the extraction market of this raw material accounting for 
79% of domestic extraction; it is also the largest generator of electricity as it generates approx. 35% of domestic 
gross electricity production (including approx. 34% by Conventional Generation segment ς own calculation based on 
data from ARE for 2016).  
The generation is based on lignite extracted from mines owned by the company as well as hard coal, gas and 
biomass. 

Diagram: Main assets of the Conventional Generation segment. 

 

  



aŀƴŀƎŜƳŜƴǘ .ƻŀǊŘΩǎ ǊŜǇƻǊǘ ƻƴ ŀŎǘƛǾƛǘƛŜǎ ƻŦ tD9 tƻƭǎƪŀ DǊǳǇŀ 9ƴŜǊƎŜǘȅŎȊƴŀ {Φ!Φ 
and PGE Capital Group of for the year 2016 

 

 

47 of 151 

 

 Table: Installed capacity and production in branches of Conventional Generation segment.  

Branches Main fuel types  

Annual energy generation  
[GWh] 

Annual heat generation 
[GJ ths.] 

Installed 
capacity 
[MWe] 

2016 2015 2014 2016 2015 2014 2016 

.ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ 
plant 

lignite 29,983 31,698 31,515 2,004 1,924 1,904 5,298 

¢ǳǊƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ 
lignite,  

biomass 
7,271 7,278 7,711 675 666 492 1,499 

Opole power plant 
hard coal,  
biomass 

6,324 6,240 6,816 121 116 119 1,492 

Dolna Odra power 
plant 

hard coal,  
biomass 

4,385 4,802 4,536 347 314 311 1,362 

Lublin  
²Ǌƻǘƪƽǿ /It 

methane-rich gas,  
hard coal 

1,167 972 417 3,049 2,861 2,845 247 

wȊŜǎȊƽǿ /It 
methane-rich gas,  

hard coal 
652 611 264 1,784 1,728 1,637 132 

Pomorzany CHP hard coal 338 597 510 2,204 2,766 2,739 134 

DƻǊȊƽǿ /It 
gas,  

hard coal 
617 580 586 1,516 1,389 1,390 98 

Bydgoszcz CHP hard coal, heavy oil 410 455 424 4,285 4,343 4,519 227 

Szczecin CHP biomass 394 423 400 562 680 624 69 

Zgierz CHP 
lignite,  

hard coal, 
gas 

85 102 20 429 387 363 39 

Kielce CHP hard coal, biomass 74 75 61 1,596 1,509 1,485 18 

TOTAL 51,700 53,833 53,260 18,572 18,683 18,428 10,615 

Diagram: Change of installed capacity in Conventional Generation. 

 

In 2016 due to liquidation of CHP III in ZEC Bydgoszcz, the installed capacity in Conventional Generation decreased 
by 21 MWe. 

G4 
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4.3.2. Lignite mining 

Review of main issues with regard to resources 

Lignite resources 

Lignite deposit reserves are determined based on a reserves inventory maintained in the reserves register (art. 101 p. 3 of 
the Geological and Mining Act).  

Table: Lignite resources data as at the end of 2016 and lignite output in 2016. 

½ƱƻȍŜ 

Resources - as at the end of  
2016 

Output in 2016 

[Mg million] [Mg million] 

.ŜƱŎƘŀǘƽǿ ς Field .ŜƱŎƘŀǘƽǿ Industrial 47.47 16.24 

.ŜƱŎƘŀǘƽǿ ς Field {ȊŎȊŜǊŎƽǿ Industrial 616.11 23.94 

¢ǳǊƽǿ industrial 309.85 7.50 

Long-term projects 

Lƴ ƻǊŘŜǊ ǘƻ ŜƴǎǳǊŜ ōǳǎƛƴŜǎǎ Ŏƻƴǘƛƴǳƛǘȅ ŀƴŘ ǇǊƻǘŜŎǘ tD9 DǊƻǳǇΩǎ ǾŀƭǳŜ ōŀǎŜŘ ƻƴ ƳƻŘŜǊƴ ŀƴŘ ŜŦŦƛŎƛŜƴǘ ƭƛƎƴƛǘŜ-based 
ǇǊƻŘǳŎǘƛƻƴ ǳƴƛǘǎΣ ǿƻǊƪ ƛǎ ǳƴŘŜǊǿŀȅ ǘƻ ƻōǘŀƛƴ ŀ ŎƻƴŎŜǎǎƛƻƴ ŦƻǊ ƭƛƎƴƛǘŜ ƳƛƴƛƴƎ ŀǘ ǘƘŜ ½ƱƻŎȊŜǿ ŀƴŘ Dǳōƛƴ ŘŜǇƻǎƛǘǎ. 

Projecǘ α½ƱƻŎȊŜǿέ 

Executing the project in 2016 mainly consisted of a procedure to obtain a decision on environmental conditions for the 
investment and changes in planning documentation for municipalities where the planned investment is to be implemented. 
According to the adopted scheduƭŜΣ ƻōǘŀƛƴƛƴƎ ŀ ŎƻƴŎŜǎǎƛƻƴ ŦƻǊ ǘƘŜ ƳƛƴƛƴƎ ƻŦ ƭƛƎƴƛǘŜ ŀǘ ǘƘŜ ½ƱƻŎȊŜǿ ŘŜǇƻǎƛǘ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ 
take place in October 2017. 

Projecǘ αDǳōƛƴέ 

Project connected with the obtaining a concession for the mining of lignite at the Gubin 2 deposit, until the end of 2014 the 
project had been implemented by a dedicated subsidiary of PGE S.A. ς PGE Gubin Sp. z o.o. As of the beginning of 2015 PGE 
Gubin Sp. z o.o. was liquidated and its legal liabilities were taken over by PGE GiEK S.A., while organizationally the project has 
been implemented by the dedicated project team. 

Project work in 2016 mainly consisted of a procedure to obtain a decision on environmental conditions for the investment 
and changes in planning documentation for municipalities where the planned investment is to be implemented. According 
to the adopted schedule, a concession for coal mining at the Gubin 2 deposit is expected to be obtained by December 2018. 

Current rehabilitation operations 

The law in force (Act on Protection of Agricultural and Forest Land, the Geological and Mining Act)provides for the obligation 
to rehabilitate post-mining land. Therefore, mines conduct rehabilitation work on post-mining land, where mining activities 
are discontinued.  

Rehabilitation works are carried out successively with the developing mining operations, based on the technical and 
conceptual documentation pursuant to administrative decisions regarding the rehabilitation. Reclamation targets assume 
that after mining has been finished, .ŜƱŎƘŀǘƽǿ ŦƛŜƭŘΣ {ȊŎȊŜǊŎƽǿ ŦƛŜƭŘ ŀƴŘ ¢ǳǊƽǿ internal heaps will involve forests, while 
mining excavations will involve water reservoirs (with shores intended for forests). Additionally, rehabilitation of external 
heap in Field {ȊŎȊŜǊŎƽǿ will involve forested area, sporting and leisure area, farming and commercial. 

Mine Liquidation Fund and  provision for rehabilitation of land 

Pursuant to the provisions the Geological and Mining Act, business operators extracting minerals in open-pit mines must 
contribute to the Mine Liquidation Fund an amount equivalent to 10% of the charged exploitation fee; raised funds must be 
deposited on a separate bank account. The Fund is charged to the costs of open-pit mining operations. The transfer of funds 
takes place on a monthly basis and the amount contributed depends on the extraction output achieved in the reporting 
period. Interest earned on the Mine Liquidation Funds increase the value of the Fund. 

Mines belonging to the Group estimate future expenses to be incurred for the rehabilitation of land where mining 
operations ended. The amount of the costs is determined based on projected costs of rehabilitation operations and the final 
pit improvement. In 2016 the technical plan of rehabilitation was updated. In accordance with the new plan, part of 
rehabilitation operations in Field .ŜƱŎƘŀǘƽǿ will be postponed until the reclamation of Field {ȊŎȊŜǊŎƽǿ is finished. 

The reclamation provision is also created in power plants and CHP plants of the company and is related to ash storages and 
liquidation of tangible fixed assets (see note 21.1 to the consolidated financial statements). 

G4 

G4-EN12 
 

GC 

GC-8 
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4.3.3. Key financial figures 

Table: Key figures for Conventional Generation. 

in PLN million 2016 2015 
% change 

2014 % change 

Sales revenues 11,738 12,715 -8% 12,906 -1% 

EBIT 2,691 -5,732 - 3,296 - 

EBITDA 4,182 4,698 -11% 4,983 -6% 

Capital expenditures 6,179 6,495 -5% 4,362 49% 

      

PLN million 
Q1 Q2 Q3 Q4 Q4 

2016 2016 2016 2016 2015 

Sales revenues 3,073 2,579 2,879 3,207 3,237 

EBIT 680 235 500 1,276 739 

EBITDA 1,000 568 878 1,736 1,112 

Capital expenditures 1,471 1,384 1,454 1,870 2,481 

4.3.4. Key factors for the results of the segment 

Chart: Key changes of EBITDA in Conventional Generation [in PLN million]. 

 

 

Key factors affecting the results of Conventional Generation segment in 2016 compared to the results of the previous year 
included: 

Á Decreased sales volume of electricity mainly as a result of lower production at .ŜƱŎƘŀǘƽǿ power plant 
resulting from working time of unit no. 1 limited to 1,500 h in 2016 according to particular requirements for 
peak units within IED. 

Á Decrease of electricity prices, what attributed to the relevant decrease of revenues from sales. Average sale 
price of electricity realised by the Conventional generation segment in 2016 amounted to PLN 168/MWh, while 
it amounted to PLN 173/MWh in 2015. 

Á Higher revenues from LTC compensations as a result of recognition in 2016 of LTC adjustment in amount of 
PLN 148 million in connection with the verdicts in court disputes: (i) favourable verdict of the Court of Appeal 
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relating to adjustment of stranded costs for 2010 due to Opole power plant (PLN +173 million); (ii) 
unfavourable verdict of the Supreme CƻǳǊǘ ƛƴ ǎŎƻǇŜ ƻŦ Ǝŀǎ ŀŘƧǳǎǘƳŜƴǘ ŦƻǊ нллф ŦƻǊ [ǳōƭƛƴ ²Ǌƻǘƪƽǿ /It ŀƴŘ 
ǊŜƧŜŎǘƛƻƴ ƻŦ Ŏŀǎǎŀǘƛƻƴ ŀǇǇŜŀƭ ƛƴ ŎŀǎŜ ƻŦ Ǝŀǎ ŀŘƧǳǎǘƳŜƴǘ ŦƻǊ нлмл  ŦƻǊ [ǳōƭƛƴ ²Ǌƻǘƪƽǿ /It ŀƴŘ wȊŜǎȊƽǿ /It 
(PLN -25 million). 

Á Lower revenues from certificates mainly due to revaluation of certificates in Szczecin CHP (PLN -118 million). 
Á Higher revenues from ancillary control services, mainly resulting from cold reserve mechanism services 

provided by Dolna Odra power plant (units no. 1 and 2) to PSE S.A.  
Á Lower costs of fuels used, including mainly hard coal, biomass and gas. It is effect of decreased generation of 

electricity from hard coal and lower hard coal prices as well as lower generation of electricity from co-
combustion of biomass due to decreased profitability of electricity production in that technology (the impact of 
provisions of RES law and low prices of green certificates). Decrease of costs of gas used ς despite the 
increased volume used ς is a result of lower prices of gas on the commodity exchanges. Main changes on 
different types of fuel are presented on the chart below 

Á Higher CO2 costs as a result of higher cost per unit of CO2 emission and lower amount of allowances granted 
free of charge. 

Á Lower fees for use of environment mainly resulting from lower electricity generation and as a consequence 
lower emissions (SO2, NOX) and higher efficiency of denitrification and desulphurisation installations due to 
more strict emissions limits. 

Á Higher personnel expenses mainly as a result of higher costs of Voluntary Leave Program. 
Á Change of reclamation provision as a result of change in technical assumptions with regard to the reclamation 

and excavation pit management and due to the change of the discount rate. 
Á Lower capitalised costs, among other, as a result of lower volume of overburden removal in mines and 

recognition of lower removal costs as asset. 

Chart: Costs of fuels consumption (including transport) in Conventional Generation [in PLN million]. 

 

 

 

 

 

 

 

Fuels

2015

Hard coal

volume

Hard coal

price

Gas

volume

Gas 

price

Biomass 

volume

Biomass 

price

Heavy oil

volume

Heavy oil

price

Fuels

2016

Change -73 -109 58 -109 -110 -31 10 -22

Fuels 2015 2.382

Fuels 2016 1.996

52

40

1.513

1.331

484

433

329

188

1.500

1.700

1.900

2.100

2.300

2.500
- 6,4

mln GJ

+ 2,1
mln GJ

- 4,6
mln GJ

- 0,9
PLN/GJ - 5,6

PLN/GJ

- 3,4
PLN/GJ

+ 0,3

mln GJ
- 13,8

PLN/GJ



aŀƴŀƎŜƳŜƴǘ .ƻŀǊŘΩǎ ǊŜǇƻǊǘ ƻƴ ŀŎǘƛǾƛǘƛŜǎ ƻŦ tD9 tƻƭǎƪŀ DǊǳǇŀ 9ƴŜǊƎŜǘȅŎȊƴŀ {Φ!Φ 
and PGE Capital Group of for the year 2016 

 

 

51 of 151 

 

 

4.3.5. Capital expenditures 

Table: Capital expenditures incurred in Conventional Generation segment in 2016, 2015 and 2014. 

PLN million 

Capital expenditures 
 

2016 2015 % change 2014 % change 

Investments in generating capacities, 
including:  

5,585 5,504 1% 3,646 51% 

Á Development  4,248 3,049 39% 914 234% 

Á Modernisation and replacement  1,337 2,455 -46% 2,732 -10% 

Purchase of finished capital goods  85 64 33% 65 -2% 

Vehicles  6 27 -78% 9 200% 

Other 56 122 -54% 64 91% 

TOTAL  5,732 5,717 0% 3,784 51% 

Capitalized costs of overburden removal in 
mines 

447 778 -43% 578 35% 

TOTAL with capitalized costs of 
overburden removal 

6,179 6,495 -5% 4,362 49% 

 

PLN million 
Q1 Q2 Q3 Q4 Q4 

2015 2016 2016 2016 2016 

Investments in generating capacities, 
including:  

1,320 1,221 1,304 1,740 2,188 

Á Development  920 878 1,041 1,409 1,183 

Á Modernisation and replacement  400 343 263 331 1,005 

Purchase of finished capital goods  10 19 12 44 19 

Vehicles  4 0 0 2 10 

Other 4 8 13 31 66 

TOTAL  1,338 1,248 1,329 1,817 2,283 

Capitalized costs of overburden removal in 
mines 

133 136 125 53 198 

TOTAL with capitalized costs of 
overburden removal 

1,471 1,384 1,454 1,870 2,481 

Highest capital expenditures in 2015 were incurred for the following projects:  
Á construction of units 5 and 6 in Opole power plant PLN 3,467 million; 
Á comprehensive modernization of units 7-12 - .ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ PLN 518 million; 
Á ŎƻƴǎǘǊǳŎǘƛƻƴ ƻŦ ǳƴƛǘ ƴƻΦ мм ƛƴ ¢ǳǊƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ PLN 498 million; 
Á ŎƻƴǎǘǊǳŎǘƛƻƴ ƻŦ //D¢ ǳƴƛǘ ƛƴ DƻǊȊƽǿ /It PLN 215 million; 
Á comprehensive modernization of units 1-о ƛƴ ¢ǳǊƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ PLN 37 million; 
Á ŎƻƴǎǘǊǳŎǘƛƻƴ ƻŦ ƻǾŜǊōǳǊŘŜƴ ƭƛƴŜ D5 м ƛƴ .ŜƱŎƘŀǘƽǿ ƭƛƎƴƛǘŜ ƳƛƴŜ PLN 32 million; 
Á construction of desulphurization installations of units 4 - с ƛƴ ¢ǳǊƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ PLN 26 million. 

Key developments in 2016 in Conventional Generation: 
Á A contract to modernise generators 1-о ŀǘ ¢ǳǊƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ ǿŀǎ ǎƛƎƴŜŘ ƛƴ WŀƴǳŀǊȅΣ ŀƴŘ ŀ ŎƻƴǘǊŀŎǘ ǘƻ ƳƻŘŜǊƴƛǎŜ 
ŜƭŜŎǘǊƻǎǘŀǘƛŎ ǇǊŜŎƛǇƛǘŀǘƻǊǎ ŀǘ ¢ǳǊƽǿΩǎ ǳƴƛǘǎ м-3 was signed in March; as these contracts were signed, contractors for the 
specific modernisation άƛǎƭŀƴŘǎέ ŀǘ ǳƴƛǘǎ м-о ǿŜǊŜ ƛǎǎǳŜŘ ŘŜŎƭŀǊŀǘƛƻƴǎ ƻƴ ǘƘŜ ŎƻƴǘǊŀŎǘǎΩ ŜƴǘǊȅ ƛƴǘƻ ŦƻǊŎŜ ŀǎ ƻŦ aŀǊŎƘ мпΣ 
2016; 

Á In March works connected with the construction of NOx reduction installation on units no. 1, 2 and 4 in Opole 
power plant were completed, the last installation on unit no. 2 was commissioned on March 18, 2016; 

Á Lƴ !ǇǊƛƭΣ ŀ ƴƻǘƛŎŜ ǘƻ ǇǊƻŎŜŜŘ ǿŀǎ ƛǎǎǳŜŘ ŦƻǊ ǘƘŜ ŎƻƴǘǊŀŎǘƻǊ ƛƴ ǘƘŜ ǘŀǎƪ ά/ƻƴǎǘǊǳŎǘƛƻƴ ƻŦ ŀ ¢ƘŜǊƳŀƭ tǊƻŎŜǎǎƛƴƎ Lƴǎǘŀƭƭŀǘƛƻƴ 
ǿƛǘƘ 9ƴŜǊƎȅ wŜŎƻǾŜǊȅ ŀǘ wȊŜǎȊƽǿ /Itέ; 

Á Lƴ WǳƴŜ ƳƻŘŜǊƴƛǎŜŘ ǳƴƛǘ ƴƻΦ ф ƛƴ .ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ ǿŀǎ ŎƻƳƳƛǎǎƛƻƴŜŘ; 
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Á Lƴ WǳƴŜ CD5 ƛƴǎǘŀƭƭŀǘƛƻƴǎ ƻƴ ǳƴƛǘǎ ƴƻΦ пΣ р ŀƴŘ с ƛƴ ¢ǳǊƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ ǿŜǊŜ ŎƻƳƳƛǎǎƛƻƴŜŘ; 
Á Lƴ {ŜǇǘŜƳōŜǊ ǳƴƛǘ ƴƻΦ мл ƛƴ .ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ ǿŀǎ ŎƻƳƳƛǎǎƛƻƴŜŘ ŦƻƭƭƻǿƛƴƎ ǘƘŜ ŎƻƳǇƭŜǘƛƻƴ ƻŦ ƛǘǎ 

modernisation; 
Á In September set of conveyors for transport of overburden to the dumping ground was commissioned in the 
.ŜƱŎƘŀǘƽǿ ƭƛƎƴƛǘŜ ƳƛƴŜ (so called GD.1 line); 

Á In September an agreement was signed with regard to construction of installation of semi-dry flue gas 
desulfurization, and in October with regard to construction of installation of catalytic flue gas denitrification for 
two Benson OP-206 boilers in Pomorzany power plant;  

Á In December a trial run of the gas unit in DƻǊȊƽǿ CHP has commenced and occupancy permit was obtained. The 
unit was commissioned on January 31, 2017. 

4.3.6. Responsible approach to natural environment 

The environmental management system 

tD9 Dƛ9Y {Φ!Φ ŀǇǇƭƛŜǎ tD9 DǊƻǳǇΩǎ 9ƴǾƛǊƻƴƳŜƴǘŀƭ tǊƻǘŜŎǘƛƻƴ tƻƭƛŎȅ ŀƴŘ LƴǘŜƎǊŀǘŜŘ aŀƴŀƎŜƳŜƴǘ {ȅǎǘŜƳ aƻŘŜƭΣ ǿƘƛŎƘ 
covers among other things an Environment Management System in accordance with PN-EN ISO 14001. The environment 
management system is deployed at ŀƭƭ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ƭƻŎŀǘƛƻƴǎΣ ƛƴŎƭǳŘƛƴƎ ƛǘǎ ƘŜŀŘǉǳŀǊǘŜǊǎΦ ¢ƘŜ Ƴŀƛƴ ƻōƧŜŎǘƛǾŜ ƻŦ ǘƘŜ ISO 
14001 standard is contributing to protecting the environment and preventing pollution in a manner that takes into 
consideration both social and economic needs in line with the idea of sustainable development.  

The concept of a unified Environment Management System is intended to harmonise documentation and improve 
effectiveness of managing the environmental protection area. This includes, among other things, central management of 
ŜƴǾƛǊƻƴƳŜƴǘŀƭ ŀǎǇŜŎǘǎ ŀŎǊƻǎǎ ŀƭƭ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ƭƻŎŀǘƛƻƴǎΦ This documentation is subject to updating during annual 
reviews. Furthermore, in Branch ZEDO and Branch Elektrownia Opole an environment management and audit system 
(EMAS PI:2999) is in place, which together with an environmental declaration is subject to annual audit by an independent 
accredited auditor.  

Energy from biomass 

Generation of green energy from renewable sources has a positive impact on the environment by contributing to the 
reduction of CO2 and SO2, it allows to reduce combustion waste (ash, slag, etc.). It  also stimulates local biomass producers 
(including farmers) and enables to reuse fallow land and dry residues from forest production.  

Currently  PGE Group does not uǎŜ ōƛƻƳŀǎǎ ŦƻǊ ŎƻƳōǳǎǘƛƻƴ ƻƴƭȅ ƛƴ .ȅŘƎƻǎȊŎȊ /ItǎΣ .ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ ŀƴŘ ¢ǳǊƽǿ 
power plant. In 2016 generating units in PGE GiEK S.A. used nearly 1 million tons of biomass.  

Air protection 

From January 1, 2016, PGE GiEK S.A. installations/sources operate in line with emission standards set out in the IED Directive 
or use the derogation mechanisms provided therein. Derogation is intended to give existing installations additional time to 
technically adapt to the more rigorous emission requirements specified in the IED or exempt them from the requirement to 
observe these if modernising such a facility would be unjustified due to a limited expected lifecycle.  

 

G4 

G4-EN12 
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In years 1989- нлмс tD9 Dƛ9Y όǇƻǿŜǊ ǇƭŀƴǘǎΥ .ŜƱŎƘŀǘƽǿΣ hǇƻƭŜΣ ¢ǳǊƽǿ ƛ Dolna Odra) reduced emissions: SO2 by 94%, NOx by 
60 %, particulate matter by 99%.   

A detailed list of NOx, SOx and particulate matter emissions by PGE GiEK S.A. is presented in appendix 1 to this report. 

The following emission limit values were exceeded at ZEC Bydgoszcz in 2016: 

Á at EC Bydgoszcz I ς the monthly average limit of SO2 emissions was exceeded in one month, 
Á at EC Bydgoszcz II ς 16 cases in which the daily average limit of SO2 emissions was exceeded. These cases 

resulted from technical faults at the new IOS installation as well as regulation work and installation warranty 
measurements. 

 

CO2 emissions  

The third settlement period, covering years 2013-2020, began in 2013. During this period, rules for allocating free 
allowances for CO2 emissions to all EU ETS participants changed, in particular for producers of electricity and heat. As a rule, 
starting from 2013, each subsequent year of the third settlement period is a line decline of the number of free CO2 emission 
allowances allocated to installations.  

CO2 emission allowances for heat production were allocated unconditionally.  

Conditionally allocated are CO2 emission allowances for electricity production. The condition for allocating CO2 emission 
allowances for electricity producers is the completion of investment tasks that limit CO2 emissions, as listed in the National 
Investment Plan.  

The volume of emission allowances for electricity production was specified for each PGE GiEK S.A. installation for each year 
of the period 2013-2020 in the Ordinance of the Council of Ministers dated April 8, 2014.  

It is assumed that PGE GiEK S.A. installations will receive a total of 145,267,186 allowances during the 2013-2020 period, 
including: 

Á 7,271,832 allowances for heat production; 
Á 137,995,354 allowances for electricity production (without allowances for new capacities). 

TƘŜ ǾƻƭǳƳŜ ƻŦ ŦǊŜŜ ŀƭƭƻǿŀƴŎŜǎ ǿƛƭƭ ŎƻƴǎǘƛǘǳǘŜ ŀǇǇǊƻȄΦ ол҈ ƻŦ tD9 Dƛ9Y {Φ!ΦΩǎ ŜƳƛǎǎƛƻƴ ƴŜŜŘǎΣ ǿƘƛŎƘ ŀǊŜ ŜǎǘƛƳŀǘŜŘ ŀǘ ƳƻǊŜ 
than 480 million tons of CO2. 

The volume of CO2 emissions for 2016 was 55,936,776 tons. Based on the balance of allowances and actual CO2 emissions, a 
shortage of 36.065.830 allowances exists. This shortage will be compensated through the purchase of allowances on the 
external market with the intermediation of PGE S.A.  

A detailed balance of CO2 emission allowances together with CO2 emission levels for PGE Group installations for 2016 is 
discussed in chapter 5.3.4 of this report. 

Management of waste and by-products 

The generation of waste is an unavoidable consequence of producing electricity and heat in conventional plants using fossil 
fuels and biomass. Waste is mainly produced directly in combustion processes or in support processes.  

In the waste gas combustion and purification process, several types of waste are produced: ash and slag mixtures from the 
wet discharge of combustion waste, fly ash and solid waste from lime desulphurisation methods, fly ash from coal, slag, ash 
from biomass firing and co-firing, sand from fluidised beds, microspheres.  

Waste from lignite combustion account for more than 91% of all combustion waste. The specific properties of ashes from 
lignite combustion and the high variability of their parameters limit the potential for the commercial use of these 
substances. This results in the necessity to deposit them at storage sites, which generates costs (production and 
environmental fees) or their management through filling unused transformed land.  

Ashes and slags from lignite combustion have various commercial applications. Their widespread use is connected with their 
properties, which allow them to be widely used in the cement, construction or road industries.  

Synthetic gypsum produced in waste gas purification processes is characterised by very good physical and chemical 
parameters thanks to which its properties are comparable to the properties of natural gypsum. In 2016, over two million 
tonnes of post-reaction gypsum was produced at PGE GiEK S.A. installations, including nearly 60% as a by-product that is 
used in the construction industry to produce cardboard-gypsum boards and construction mixtures. This product is also used 
in the cement industry.  
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A breakdown of the total weight of waste created at PGE GiEK S.A. installations is presented in appendix 1 to this report.  

The Company consistently improves and expands the scale of usage for combustion waste, conducts research and seeks 
new applications in line with sustainable development rules. These actions are aligned with EU policies directed at re-using 
waste, protecting natural resources and minimising adverse impact on the environment, including through limiting the 
quantities of waste deposited at storage sites.  

Management of waste water 

Conditions for managing waste water are specified in relevant permits, including in particular integrated permits and water-
law permits. Monitoring is conducted at PGE GiEK S.A. branches on an on-going basis as regards the quantity and quality of 
water collected and waste discharged.  

For technological purposes, water is collected from groundwater outlets, which is subsequently subject to purification 
processes. In order to limit the quantity of raw water consumption, closed-circuits are used, and old technological water and 
waste water are used in other processes. Waste water created as a result of power plant and heat-and-power plant 
production activities is subject to a purification process, including multi-stage cleansing, and subsequently discharged to 
groundwater or transferred to municipal companies. Modern waste treatment systems are an element of protecting the 
cleanliness of water. At its branches, the company also applies passive protections, which are used to safeguard 
groundwater, e.g. from contamination by leaks from oil and chemicals containers or discharges from coal storage sites.  

Mining of lignite in an open-pit mine, which takes place at two PGE GiEK S.A. lignite mines ς .ŜƱŎƘŀǘƽǿ ŀƴŘ ¢ǳǊƽǿΣ ǊŜǉǳƛǊŜǎ 
the rockmass to be initially dewatered, which has substantial impact on hydrogeological conditions and results in changed 
hydrodynamic relations. Water management at lignite plants is related to dewatering both inside the rockmass and at the 
surface of the pit. Water from the pit is taken out to field reservoirs, the task of which is final purification of water through 
natural sedimentation of suspensions, assisted by plant filters. Once the water is purified, it is at least class II water in purity 
terms.  

Total volume of waste water by quality and final destination in PGE GiEK S.A. is presented in Appendix 1 to this report. 

Reclamation of adversely transformed land 

Mining lignite in open-pit mines causes large-scale transformation of land surface, which in turn is a factor causing changes 
in the natural environment, especially as regards landscape. The scope and size of these changes are dependent on both the 
applied mining technology and the sensitivity of specific components of the environment.  

Post-mining areas that are no longer necessary for deposit mining and storing overburden are subject to on-going 
reclamation during the entire period of mining activity in accordance with conditions specified in administrative decisions. 
Reclamation perforƳŜŘ ŀǘ ǘƘŜ /ƻƳǇŀƴȅΩǎ ōǊŀƴŎƘŜǎ Ŏƻƴǎƛǎǘǎ ƻŦ ǊŜǘǳǊƴƛƴƎ ǳǎŜŦǳƭ ŀƴŘ ƴŀǘǳǊŀƭ ǾŀƭǳŜǎ ƻŦ ƭŀƴŘ όŀǎ ŎƭƻǎŜ ǘƻ 
natural as possible). Land reclamation is performed through technical reclamation (land shaping and construction of 
essential technical infrastructure) and biological reclamation (ground preparations, introduction and maintenance of plants). 
Large-scale reclamations are mainly being conducted within the following open-Ǉƛǘ ƭƛƎƴƛǘŜ ƳƛƴŜǎΥ Y². ¢ǳǊƽǿ ŀƴŘ Y². 
.ŜƱŎƘŀǘƽǿΦ  

Existing lignite mining activity is the best proof that it does not always go along with the devastation of surface (earth) and 
water relations because these are of a temporary nature and do not significantly harm the basic processes of biological life. 
Large-scale production entails substantial oblƛƎŀǘƛƻƴǎ ǘƻǿŀǊŘǎ ǘƘŜ ƴŀǘǳǊŀƭ ŜƴǾƛǊƻƴƳŜƴǘΦ ¢ƘŜ /ƻƳǇŀƴȅΩǎ ǎǳǎǘŀƛƴŀōƭŜ 
development strategy is based around efforts to minimise the environmental footprint. Years of experience and the 
implementation of innovative and effective eco-friendly technological solutions allows to significantly mitigate the effects of 
lignite mining. Reclamations conducted thus far have given rise to vast forest and water complexes where many animal and 
plant species are present.  

Mitigation of noise emissions 

Permissible noise emission levels for each installation are specified in relevant permits, mainly integrated permits. 

Noise emission measurements are performed every two years or ad hoc upon request or complaint by external entities. 
Noise emission measurements taken in 2016 at power plants and heat-and-power plants did not show significant breaches 
of permissible noise emission levels. Slight breaches of noise emission limits (approx. 1.8 dB at night) were recorded in the 
fourth quarter of 2016 ŦǊƻƳ ǘƘŜ ŀǊŜŀ ƻŦ .ŜƱŎƘŀǘƽǿ ƭƛƎƴƛǘŜ mine. 
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4.4. Renewables segment 

4.4.1. Assets 

¢ƘŜ tD9 /ŀǇƛǘŀƭ DǊƻǳǇΩǎ ƻǇŜǊŀǘƛƻƴǎ ƛƴ ǊŜƴŜǿŀōƭŜ ŜƴŜǊƎȅ ŀǊŜ ƳŀƴŀƎŜŘ ōȅ ǘƘŜ tD9 9h S.A. Assets in the segment 
include: 

Á 14 wind farms;  
Á 1 photovoltaic power plant; 
Á 29 run-of-river hydro power plants; 
Á 4 pumped-storage power plants, including 2 with natural flow. 

 

Diagram: Main assets of the Renewables segment. 
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Table: Installed capacity and production in power plants of Renewables segment.  

Power plant  

Annual energy generation 
 [GWh] 

Installed  
capacity 
[MWe] 

2016 2015 2014 2016 

Run-of-river hydro power plant 303.1 243.7 298.9 96.8 

 9ƭŜƪǘǊƻǿƴƛŀ ²ƻŘƴŀ 5ťōŜϝ 91.0 76.2 100.1 20.0 

Elektrownia Wodna Tresna 31.7 20.2 25.7 21.0 

Elektrownia Wodna Myczkowce 29.4 25.5 20.9 8.3 

9ƭŜƪǘǊƻǿƴƛŀ ²ƻŘƴŀ tƻǊŊōƪŀ 27.2 19.0 23.0 12.6 

Elektrownia Wodna Smardzewice* 12.7 13.7 18.9 3.6 

9ƭŜƪǘǊƻǿƴƛŀ ²ƻŘƴŀ hƱŀǿŀ 12.2 9.6 9.6 3.2 

Elektrownia Wodna Raduszec Stary 11.0 8.1 11.4 3.0 

9ƭŜƪǘǊƻǿƴƛŀ ²ƻŘƴŀ DǊŀƧƽǿƪŀ 9.2 6.0 8.5 2.9 

Elektrownia Wodna Gorzupia II 8.7 6.6 8.3 1.7 

9ƭŜƪǘǊƻǿƴƛŀ ²ƻŘƴŀ 5ƻōǊȊŜƵ 6.5 5.2 7.0 1.6 

Elektrownia Wodna Krapkowice 6.2 5.3 6.4 1.3 

Elektrownia Wodna Przysieka 5.6 4.3 4.7 1.4 

Elektrownia Wodna Januszkowice 5.3 5.0 6.0 1.4 

9ƭŜƪǘǊƻǿƴƛŀ ²ƻŘƴŀ YǊťǇƴŀ 5.2 5.0 6.2 1.3 

Elektrownia Wodna Gubin 4.8 3.5 4.1 1.2 

9ƭŜƪǘǊƻǿƴƛŀ ²ƻŘƴŀ ÀŀƎŀƵ LL 4.7 3.7 5.3 1.2 

Elektrownia Wodna Rakowice 4.6 3.5 5.3 2.0 

9ƭŜƪǘǊƻǿƴƛŀ ²ƻŘƴŀ .ǳƪƽǿƪŀ 4.2 3.2 3.6 0.8 

Elektrownia Wodna Zasieki 3.6 2.9 3.3 0.8 

9ƭŜƪǘǊƻǿƴƛŀ ²ƻŘƴŀ ÀŀƎŀƵ L 3.5 2.9 3.9 0.9 

Elektrownia Wodna Sobolice 2.7 2.0 2.5 0.8 

Elektrownia Wodna Zielisko 2.4 3.0 3.2 1.5 

9ƭŜƪǘǊƻǿƴƛŀ ²ƻŘƴŀ YƭƛŎȊƪƽǿ 2.2 1.4 1.9 0.6 

9ƭŜƪǘǊƻǿƴƛŀ ²ƻŘƴŀ ÀŀǊƪƛ ²ƛŜƭƪƛŜ 2.0 1.9 1.8 0.6 

9ƭŜƪǘǊƻǿƴƛŀ ²ƻŘƴŀ aŀƱƻƳƛŎŜ 1.9 1.4 2.1 0.8 

Elektrownia Wodna Nielisz* 1.7 1.9 1.9 0.4 

Elektrownia Wodna Szprotawa 1.6 1.5 2.3 0.8 

Elektrownia Wodna MEW Myczkowce 1.3 1.2 0.9 0.2 

Elektrownia Wodna Gorzupia I 0.0 0.0 0.1 0.9 

Pumped-storage power plants 446.9 561.2 512.9 1.216.0 

9ƭŜƪǘǊƻǿƴƛŀ ²ƻŘƴŀ ÀŀǊƴƻǿƛŜŎ 266.4 343.0 309.0 716.0 

9ƭŜƪǘǊƻǿƴƛŀ ²ƻŘƴŀ tƻǊŊōƪŀ-ÀŀǊ 180.5 218.2 203.9 500.0 

Pumped-storage plants with natural flow ** 130.3 120.8 123.4 291.5 

Elektrownia Wodna Solina 91.2 82.0 73.7 200.2 

9ƭŜƪǘǊƻǿƴƛŀ ²ƻŘƴŀ 5ȅŎƘƽǿ 39.1 

 
38.8 49.7 91.3 

* hydro power plant managed in 2014 by Retail Sale segment (current name ς Supply segment) 

**  including generation from pump-storage cycle of 4.4 GWh and generation from natural flow of 125.8 GWh. Total generation from pump-storage cycle in 
2016 amounted to 451.3 GWh and generation from water totalled 428.9 GWh  
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Table: Installed capacity and production in power plants of Renewables segment. 

Power plant  
Annual energy generation 

[GWh] 

Installed  
capacity 
[MWe] 

2016 2015 2014 2016 

Wind farms 1.083.3 822.1 643.0 529.0 

Farma Wiatrowa Lotnisko * 174.6 0.0 0.0 90.0 

Farma Wiatrowa Resko II** 171.9 19.9 0.0 76.0 

CŀǊƳŀ ²ƛŀǘǊƻǿŀ ÀǳǊƻƳƛƴ  133.8 157.2 145.0 60.0 

Farma Wiatrowa Pelplin  97.4 112.4 94.9 48.0 

Farma Wiatrowa Karwice*** 85.4 47.3 0.0 40.0 

CŀǊƳŀ ²ƛŀǘǊƻǿŀ WŀƎƴƛŊǘƪƻǿƻ 70.1 88.5 74.7 30.6 

Farma Wiatrowa Kisielice 70.0 82.8 76.1 40.5 

Farma Wiatrowa Wojciechowo**** 62.2 81.6 51.4 28.0 

Farma Wiatrowa Karnice I  57.9 69.6 59.6 29.9 

CŀǊƳŀ ²ƛŀǘǊƻǿŀ YŀƳƛŜƵǎƪ 54.1 64.9 55.0 30.0 

Farma Wiatrowa Malbork 36.8 41.5 37.3 18.0 

Farma Wiatrowa Resko I 25.4 32.3 27.7 14.0 

Farma Wiatrowa Galicja 23.8 24.1 21.3 12.0 

Farma Wiatrowa Kisielice II***** 19.9 0.0 0.0 12.0 

tƘƻǘƻǾƻƭǘŀƛŎ ǇƻǿŜǊ Ǉƭŀƴǘ ÀŀǊ***** *  0.5 0.02 0.0 0.6 

TOTAL: 1.964,1 1.747,8 1.578,2 2.133,9 

 

* data for 2016 relate to period March-December 2016 

** data for 2015 relate to December 2015 

*** data for 2015 relate to period July ς December 2015 

**** data for 2014 relate to period March ς December 

***** data for 2016 relate to period February ς December 2016 

***** * data for 2015 relate to period November ς December 2015 

In December 2015 Lotnisko wind farm with installed capacity of 90 MWe and Kisielice II wind farm with installed 
capacity of 12 MWe were commissioned. Both farms obtained concession for electricity generation respectively in 
January and February 2016. Total installed capacity of the wind farms currently amounts to 529 MWe. 

Chart: Change of installed capacity in Renewable energy. 

 

 

2012
Wind farms

   2013
Wind farms

run-of-river 

hydro power 

plant
  2014

2015 2016Wind farms

** Wind farm operational in 2015; concession for electricity generation granted in January 2016.  

*  Wind farm operational in 2015; concession for electricity generation granted in February 2016.  
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4.4.2. Key financial figures  

Table: Key figures for Renewables. 

in PLN million 2016 2015 
% change 

2014 % change 

Sales revenues 717 761 -6% 

 
767 -1% 

EBIT -770 107 - 174 -39% 

EBITDA 365 391 -7% 391 0% 

Capital expenditures 144 931 -85% 374 149% 

      

PLN million 
Q1 Q2 Q3 Q4 Q4 

2016 2016 2016 2016 2015 

Sales revenues 213 157 126 221 215 

EBIT 49 -769 -13 -37 2 

EBITDA 114 91 51 109 113 

Capital expenditures 76 19 18 31 366 

4.4.3. Key factors for the results of the segment 

Chart: Key changes of EBITDA in Renewables [in PLN million]. 

 

Key factors affecting the results of Renewables in 2016 compared to the results of the previous year included: 

Á The increase of sales of electricity from wind power plants was caused mainly by the increased volumes generated 
what is connected with increased installed capacity in wind farms by 218 MWe following the commissioning of the 
new wind farms.  

Á The decline of revenues from sales of certificates resulting from: (i) valuation of production of certificates at a 
price lower by approximately PLN 46/MWh in 2016 compared to 2015, what decreased the revenues by 
approximately PLN (-) 51 million; (ii) adjustment of valuation of certificates sold and in inventories what resulted 
in decline of revenues by approximately PLN (-) 17 million. 
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Á The increase of sales revenues of electricity from hydro power plants resulting mainly from increased volume of 
electricity sales by 62 GWh in comparison to the previous year. 

Á Higher sales revenues from ancillary control services  result mainly from indexation of revenues according to the 
agreement with PSE S.A. 

Á Decline in personnel expenses is mainly related to employment restructuring related to integration of companies in the 
Renewables segment in 2015. 

Á Unfavourable change in item Other results mainly from higher costs of repairs and maintenance  and property tax by 
approximately PLN 19 million as a result of commissioning of new wind farms. Other operations positively affected the 
result ς by approximately PLN 12 million, mainly  due to settlement of grants resulting from recognised impairment loss. 

Negative EBIT of Renewables segment in 2016 results from recognition of impairment loss in amount of  PLN 865 
million, including PLN 82 million the fourth quarter of 2016. The impairment loss was driven by changes in the 
market environment (projected prices of green certificates) and changes in the regulatory environment (increase of 
tax burden due to Act on investments in wind power plants). 

Capital expenditures 

Table: Capital expenditures incurred in Renewable Energy segment in 2016, 2015 and 2014. 

PLN million 

Capital expenditures 

2016 2015 % change 2014 % change 

Investments in generating capacities, 
including:  

140 918 -85% 353 160% 

Á Development  79 867 -91% 301 188% 

Á Modernisation and 
replacement 

61 51 20% 52  -2% 

Other 4 13 -69% 21 -38% 

TOTAL  144 931 -85% 374 149% 

      

PLN million 
Q1 Q2 Q3 Q4 Q4 

2015 2016 2016 2016 2016 

Investments in generating capacities, 
including:  

76 18 18 28 355 

Á Development  72 1 0 6 324 

Á Modernisation and 
replacement  

4 17 18 22 31 

Other 0 1 0 3 11 

TOTAL  76 19 18 31 366 

In 2016 the highest capital expenditures were incurred for the following projects: 
Á construction of Lotnisko wind farm with capacity of 90 MW (final settlement of the contract)     PLN 69 million. 

Key conclusions in Renewable Energy segment in 2016 included: 
Á concession for electricity generation in Lotnisko wind farm (90 MW) obtained in January 2016; 
Á concession for electricity generation in Kisielice II wind farm (12 MW) obtained in February 2016. 

4.4.4. Responsible approach to natural environment 

Given the nature of its activites, PGE Energia Odnawialna S.A. is subject to the provisions of the Environmental Protection 
Law, Water Law and other acts and secondary legislation issued on the basis of such acts. These legal acts impose 
commitments on the Company as regards its mining and investment activites, including: 
Á maintenance of river beds, 
Á participation in costs incurred by river administrators,  
Á participation in fish introduction costs as compensation for making it more difficult for fish to migrate as a 

result of barrages being placed in water,  
Á assurance of safe conditions: storage, transport and utilisation of waste in order to meet requirements for the 

protection of the natural environment and waters.   

tD9 9hΩǎ ŀŎǘƛǾƛǘƛŜǎ ǊŜǉǳƛǊŜ ǿŀǘŜǊ-law permits and environmental decisions for new investments.   

G4 

G4-EN12 
 

GC 

GC-8 
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As regards its activities, the company carries out water and waste water management and holds all legally required 
permits, including for the following activities: 
Á specific use of water, 
Á return collection of water for the purposes of producing electricity,  
Á discharging water as well as leakage water, rainwater and meltwater,  
Á discharging treated municipal and technological waste water. 

For this purpose, the company operates equipment and installations that protect water from pollution. The 
ŎƻƳǇŀƴȅΩǎ ōǊŀƴŎƘŜǎ ŎƻƴŘǳŎǘ ƭŀōƻǊŀǘƻǊȅ ǎŀƳǇƭƛƴƎ ƻŦ ǿŀǘŜǊ ŀƴŘ ǿŀǎǘŜ ǿŀǘŜǊ ŀƴŘ ǎǳōƳƛǘ ǊŜǇƻǊǘǎ ǘƻ ǘƘŜƛǊ Ǌespective 
Voivodship Inspectorates for Environmental Protection. 

Hydro plants, including pumped-storage plants, operate pursuant to relevant decisions, water-law permits issued for 
a specified time, therefore if such a need arises the company applies for extensions or new ones.  

As of the date at which this report was prepared, no significant breaches were noted with regard to environmental 
protection in hydro power and there are no issues or requirements related to environmental protection that might 
have an impact on the cƻƳǇŀƴȅΩǎ ǳǎŜ ƻŦ ǇǊƻǇŜǊǘȅΣ Ǉƭŀƴǘ ŀƴŘ ŜǉǳƛǇƳŜƴǘΦ  

The company continuously monitors and actively participates in programmes for developing water management, 
covering the maintenance of river beds and retention reservoirs. The company cooperates with the Environment 
Ministry, Regional Directorates for Water Management, National Fund for Environmental Protection and other 
entities involved in water management, environmental protection and clean energy. These programmes make it 
possible to more effectively use the energy potential of waterways and mitigate the negative impact of water 
management facilities such as hydro plants on the natural environment. In accordance with environmental 
protection requirements, fish passes are installed at newly-built and existing facilities so that fish can migrate. These 
works have so far included: 
Á ƘŀƴŘƻǾŜǊ ƻŦ ŀ ŦƛǎƘ Ǉŀǎǎ ŀǘ ǘƘŜ ÀŀƎŀƵ LL ōŀǊǊŀƎŜ, 
Á commencement of construction of a fish pass at the Krzywaniec barrage (completion planned for June 2017). 

As regards the operation of wind farms, in order to meet requirements imposed in decisions on environmental 
conditions, the following post-implementation monitoring was conducted at existing wind farms in 2016: 
Á ornithological monitoring (monitoring of local bird populations) and chiropterological monitoring (monitoring 

ƻŦ ƭƻŎŀƭ ōŀǘ ǇƻǇǳƭŀǘƛƻƴǎύ ǿŜǊŜ ŎƻƴŘǳŎǘŜŘ ŀǘ ǘƘŜ tŜƭǇƭƛƴΣ ÀǳǊƻƳƛƴΣ wŜǎƪƻ LΣ YƛǎƛŜƭƛŎŜ LΣ YŀǊƴƛŎŜ ŀƴŘ aŀƭōƻǊƪ ǿƛƴŘ 
farms and furthermore ornithological and chiropterological monitoring was launched at the Resko II, Lotnisko 
and Wojciechowo wind farms, 

Á a procurement procedure was launched for noise measurements at wind farms Pelplin, Lotnisko, Wojciechowo, 
Resko II, Malbork and Kisielice I (planned award of contract ς Q1 2017). 
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4.5. Distribution segment 

4.5.1. Volumes, customers and operational data  

PGE Dystrybucja S.A. operates in the area of 122,433 sq. km and delivers electricity to over 5.3 million customers. 

Diagram: Area of PGE distribution grid. 

 

Table: Volume of distributed energy and number of customers in 2016, 2015 and 2014.  

Tariff 
  

Volume of distributed energy Number of customers according to 
power take-off points 

[TWh]* 

2016 2015 2014 2016 2015 2014 

A tariff group 5.16 5.21 5.08 106 98 86 

B tariff group 13.02 12.30 11.76 11,209 10,977 10,626 

C+R tariff groups 6.82 6.63 6.56 484,532 490,847 496,054 

G tariff group 9.32 9.24 9.14 4,811,211 4,761,809 4,718,887 

TOTAL   34.32 33.38 32.54 5,307,058 5,263,731 5,225,653 

* with additional estimation of sales 

Table: Key operational data in 2016, 2015 and 2014.  

Operational data   Unit 2016 2015 2014 

Number of stations: 

 

pieces 92,837 92,258 91,374 

number of transformer stations pieces 92.474        91,874        91,019 

MVA power 

 

MVA 29,903 29,500 28,714 

Length of power lines 

 

km 285,701 283,804 281,290 

HV lines 

 

km 10,197 10,143 10,096 

MV lines 

 

km 110,798 109,938 109,054 

LV lines 

 

km 164,706 163,723 162,140 

Grid loss ratio 
 

% 5.8 5.9 6.3 
SAIDI ratio   minutes 401 442 474 

SAIFI ratio  per customer 4.49 4.72 3.98 

Connection time  days 248 291 307 

G4 

G4-EU3 
 

G4 

G4-EU4 
 

G4 

G4-EU29 
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4.5.2. Key financial figures 

Table: Key figures for Distribution. 

in PLN million 2016 2015 
zmiana  

% 2014 zmiana  
% 

Sales revenues 5,918 6,083 -3% 5,781 5% 

EBIT 1,104 1,387 -20% 1,306 6% 

EBITDA 2,230 2,461 -9% 2,329 6% 

Capital expenditures 1,721 1,841 -7% 1,508 22% 

      

PLN million 
Q1 Q2 Q3 Q4 Q4 

2016 2016 2016 2016 2015 

Sales revenues 1,510 1,412 1,444 1,552 1,602 

EBIT 273 284 289 258 318 

EBITDA 555 562 568 545 596 

Capital expenditures 287 426 422 586 703 

4.5.3. Key factors for the results of the segment 

Chart: Key changes of EBITDA in Distribution [in PLN million]. 

 

Key factors affecting the results of Distribution in 2016 compared to the results of the previous year included: 

Á Increased  volume  of  distributed  energy by 944.3 GWh, resulting  from ς inter  alia ς higher  number  of 
customers  measured  by  power  take-off  points (by approx. 43.3 thousand) in comparison to 2015 and 
growing dynamics of energy consumption particularly on medium and low voltage. 

Á Decreased revenues from distribution services results from lower distribution tariffs for 2016 in comparison to 
the approved tariffs for 2015 mainly due to lower return on capital resulting from WACC lower by approx. 1.5 
p.p. (see p. 5.4.5.) 

Á Lower revenues from connection fees due to lower number of connections for large off-takers and producers. 
7 wind farms, special economic zone and 2 substations for PKP were connected in 2015. 
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Á Decrease in other revenues resulting mainly from revenues from lower reactive power, caused by decline of 
the average price of electricity on competitive market for 2014 announced by the ERO President, that was the 
base the calculation of fees for the reactive power in 2016. 

Á Higher cost of electricity used to cover balancing difference as a result of growth in balancing difference 
volume connected with the increased demand for energy and change of supplies structure. 

Á Lower personnel costs result mainly from change in actuarial reserves. 
Á Positive change in other results mainly from lower costs incurred for repairs and exploitation of the grid assets 

by PLN 11 million. 

4.5.4. Capital expenditures 

Table: Capital expenditures incurred in Distribution segment in 2016, 2015 and 2014. 

PLN million 

Capital expenditures 

2016 2015 % change 2014 % change 

MV and LV power networks 546 553 -1% 414 34% 

110/ MV and MV/MV  182 223 -18% 132 69% 

110 kV power lines 60 52 15% 49 6% 

Connection of new off-takers 572 585 -2% 499 17% 

Purchase of transformers and energy 
counters 

153 183 -16% 172 6% 

IT, telemechanics and communication 140 157 -11% 135 16% 

Other 68 88 -23% 107 -18% 

TOTAL  1,721 1,841 -7% 1,508 22% 

      

PLN million 
Q1 Q2 Q3 Q4 Q4 

2015 2016 2016 2016 2016 

MV and LV power networks 91 136 134 185 212 

110/ MV and MV/MV  22 39 39 82 115 

110 kV power lines 5 13 16 26 34 

Connection of new off-takers 116 152 141 163 187 

Purchase of transformers and energy 
counters 

10 51 49 43 48 

IT, telemechanics and communication 30 27 27 56 56 

Other 13 8 16 31 51 

TOTAL  287 426 422 586 703 

In 2016 in Distribution segment the highest capital expenditures were incurred for implementation of tasks from 
ƎǊƻǳǇΥ αConnection of new off-takersέ ŀƴŘ αMV and LV power networksέ. 

4.5.5. Responsible approach to natural environment 

In 2016, as a result of its activities PGE Dystrybucja S.A. had impact on the natural environment through the 
following: 

Á emission of gases and particulate matter, 
Á collection of groundwater (wells) and discharge of wastewater to water or ground, 
Á production of waste, 
Á electromagnetic field and noise emissions. 

¢ƘŜ ŎƻƳǇŀƴȅΩǎ ŀŎǘƛǾƛǘƛŜǎ ŀǊŜ ŎƻƴŘǳŎǘŜŘ ǘŀƪƛƴƎ ƛƴǘƻ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ǊŜǉǳƛǊŜƳŜƴǘǎ ǎǘŜƳƳƛƴƎ ŦǊƻƳ ŜƴǾƛǊƻƴƳŜƴǘŀƭ 
protection regulations. Organiǎŀǘƛƻƴŀƭ ŎŜƭƭǎ ŀǊŜ ŘŜǎƛƎƴŀǘŜŘ ǿƛǘƘƛƴ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ǎǘǊǳŎǘǳǊŜΣ ǿƘƛŎƘ ŀǊŜ ǘŀǎƪŜŘ ǿƛǘƘ 
coordinating activities and meeting obligations with regard to environmental protection. In 2016, no breaches of 
permissible norms were recorded in terms of environmental protection such as would be the result of activities 
carried out by PGE Dystrybucja S.A. The company continued its tasks intended to obtain the required formal and 
legal regulations (administrative decisions) pertaining to the use of the environment.  

G4 

G4-EN12 
 

GC 

GC-8 
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In its operations, PGE Dystrybucja S.A. implements and applies technical solutions and introduces formal and legal 
regulations the aim of which is maximum mitigation of negative impact on the environment and meeting 
requirements specified by law.  

PGE Dystrybucja S.A. belongs to a group of facilities that have medium impact on the environment ς its power grids 
and in particular high voltage grids are classified as installations that could potentially have significant impact on the 
environment. 

Given the above, all investment activities are conducted in a way that ensures that their effects include a maximum 
possible level of mitigation of negative environmental impact by facilities owned by the company. The construction 
of new power facilities or modernisation of existing ones is preceded by obtaining a decision on environmental 
conditions for the undertaking, issued by an environmental protection authority. 

In 2016, activities related to recording and registering quantities of emitted pollution, water collection, wastewater 
discharge and the quantity and type of waste produced were systematically conducted. These records are 
maintained in an IT system implemented in 2011 (Workplace Database of Environmental Pollution), which is used to 
manage environmental protection issues. As part of monitoring emissions, legally required measurements of 
electromagnetic fields and noise were also conducted. 

Lƴ нлмсΣ ǘƘŜ ŎƻƳǇŀƴȅ ǿŀǎ ƛƳǇƭŜƳŜƴǘƛƴƎ tD9 DǊƻǳǇΩǎ 9ƴǾƛǊƻƴƳŜƴǘŀƭ tǊƻǘŜŎǘƛƻƴ tƻƭƛŎȅΣ ǿƘƛŎƘ ǎŜǘǎ ƻǳǘ ƎŜƴŜǊŀƭ ǊǳƭŜǎΣ 
authorisations and responsibilities as well as defines processes and activities of key importance to environmental 
protection.  

PGE Dystrybucja S.A. makes use of the environment based on water-law permits it holds (collection of water and 
discharge of wastewater) and waste generation permits. The Company is not required to obtain permits for pollution 
emissions. In 2016, the company performed its obligations imposed by environmental protection regulations and 
administrative decisions on an on-going basis and also additionally implemented new requirements following 
changes in environmental protection regulations. 

Permits to generate waste impose the obligation to properly handle waste, including rubbish sorting, proper storage 
of waste and observance of limits specified in decisions. The cƻƳǇŀƴȅΩǎ ŀŘƳƛƴƛǎǘǊŀǘƛǾŜ ŘŜŎƛǎƛƻƴǎ ŀǊŜ ǳǇŘŀǘŜŘ ƻƴ ŀƴ 
on-going basis. 

Water-law permits impose an obligation to maintain environment quality standards as regards water collection and 
discharge of pollution with wastewater and maintenance of all equipment for water collection and wastewater 
discharge in proper technical condition. The company holds water-law permits for facilities where groundwater is 
collected (wells) and treated municipal wastewater and rainwater are discharged into the environment. 

The company is obligated to notify installations that emit electromagnetic fields. Such notifications are required in 
the case of power stations and overhead power lines with nominal voltage of at least 110kV as well as radio 
communication, radio navigation and radio location installations of which the equivalent isotope radiation output is 
at least 15W, which emit electromagnetic fields with frequencies between 30kHz and 30GHz. New or modernised 
installations operated by PGE Dystrybucja S.A. are notified on an on-going basis to environmental protection 
authorities competent for the place of such emissions. 

aƻǎǘ ƻŦ tD9 5ȅǎǘǊȅōǳŎƧŀ {Φ!ΦΩǎ ŦŀŎƛƭƛǘƛŜǎ ŀǊŜ ǎǳǇǇƭƛŜŘ ǿŀǘŜǊ ŦǊƻƳ ǿŀǘŜǊ Ƴŀƛƴǎ ŀƴŘ ǿŀǎǘŜ ƛǎ ŘƛǎŎƘŀǊƎŜŘ ǘƻ ǎŜǿŀƎŜ 
systems pursuant to agreements with sewage system owners.  

The collection of groundwater and discharge of wastewater are carried out based on water-law permits. The 
company also has water intakes that are operated without the need to obtain water-law permits. The company 
records the quantity of water collected and wastewater discharged. 

In 2016, the company discharged wastewater into water and ground, maintaining quality standards specified in 
water-law permits. 

²ŀǎǘŜ ƳŀƴŀƎŜƳŜƴǘ ƛǎ ŎƻƴŘǳŎǘŜŘ ƛƴ ŎƻƳǇƭƛŀƴŎŜ ǿƛǘƘ tD9 5ȅǎǘǊȅōǳŎƧŀ {Φ!ΦΩǎ ²ŀǎǘŜ aŀƴŀƎŜƳŜƴǘ aŀƴǳŀƭΣ ǿƘƛŎƘ 
regulates procedures for handling waste from when it is created to when it is transferred to an authorised recipient, 
as well as rules for waste recording. PGE Dystrybucja S.A. creates waste based on permits obtained for its specific 
organisational units.  
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In 2016, the company also undertook a number of activities intended to maintain the natural character of the 
environment. The most important activities include: 

Á preparing environmental impact assessments when drafting technical designs for investment projects 
Á continuing activities intended to protect the natural environment from insulating oil pollution in the event 

of an emergency leak from transformers used on 110 kV substations, by constructing sealed containers 
(basins) under power transformers 

Á continuing activities within a programme to protect white stork nests, consisting of installing special 
structures on low-voltage lines facilitating the set up and protection of stork nests 

Á introduction of modern small-format power equipment and grid elements as well as replacement of bare 
aluminium wires on overhead lines with insulated wires in order to reduce used space on infrastructure and 
reduce electrocution risk, which is of particular importance in areas with protected landscape elements 

Á continuing to exchange transformers in order to limit power grid losses. 
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4.6. Supply segment 

4.6.1. Volumes, customers, fees and operational data 

²ƛǘƘƛƴ ǘƘŜ {ǳǇǇƭȅ ǎŜƎƳŜƴǘΣ ƻǇŜǊŀǘƛƻƴǎ ŀǊŜ ŎƻƴŘǳŎǘŜŘ ōȅ tD9 hōǊƽǘ {Φ!ΦΣ tD9 {Φ!ΦΣ PGE Dom Maklerski S.A., PGE 
Trading GmbH and Enesta sp. z o.o. The segment's operations involve trading in electricity in all the country, 
wholesale electricity trading on domestic and international market, providing services to the PGE Group companies 
with regard to management of generation capacities and electricity produced, as well as trading of CO2 emission 
rights, certificates and gas. 

Revenues are mainly generated from electricity sales to final customers and sales of distribution services under 
master agreements. The main costs of operation in the segment are costs of electricity purchase and expenses 
incurred in compliance with the obligation to buy units of ownership which are subject to remittance under the 
system of support for Renewable Energy Sources, co-generation and energy efficiency. As an alternative, in the case 
of limited supply or lack property rights a substitute fee may be contributed. 

The volume of electricity sales to final customers amounted to 42.91 TWh, what means a 10% growth in comparison 
to the previous year.  

Expenses borne by power undertakings involved in the sale of electricity and relating to the system of support for 
renewable and co-generation energy sources and resulting from introduction of certificates of energy efficiency is a 
substantial item in the retail price of electricity paid by the final customer. 

Table: Substitution fees. 

Substitution fee   Unit 2016 2015 2014 

Renewable energy sources PLN/MWh 300.03 300.03 300.03 

Energy certificate - cogenerated energy (colliery methane) PLN/MWh 63.00 63.26 63.26 

Certificates of origin ς energy generated in highly-efficient 
cogeneration 

PLN/MWh 11.00 11.00 11.00 

Certificates of origin ς energy generated in highly-efficient 
cogeneration fuelled by gas or with a total installed capacity of 
the unit below 1 MWe 

PLN/MWh 125.00 110.00 121.63 

Certificates of energy efficiency PLN/toe 1,000.00 1,000.00 1,000.00 

Table: Obligation to redeem certificates. 

Obligation to redeem the property rights Unit 2016 2015 2014 

Renewable energy sources*  % 15.0 14.0  13.0  

Energy certificate - cogenerated energy (colliery methane) % 1.5  1.3  1.1  

Certificates of origin ς energy generated in highly-efficient 
cogeneration 

% 23.2 23.2 23.2 

Certificates of origin ς energy generated in highly-efficient 
cogeneration fuelled by gas or with a total installed capacity 
of the unit below 1 MWe 

% 6.0 4.9 3.9 

Certificates of energy efficiency % 1.5  1.5  1.5  

* Including obligation arising from the purchase of certificates of origin for electricity generated from agricultural biogas ("blue" certificates) from July 1, 2016 
(0.65%).  
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4.6.2. Key financial figures 

Table: Key figures for Supply. 

in PLN million 2016 2015 
% change 

2014 % change 

Sales revenues 16,014 15,783 1% 14,431 9% 

EBIT 473 585 -19% 228 157% 

EBITDA 500 610 -18% 246 148% 

Capital expenditures 23 31 -26% 17 82% 

      

PLN million 
Q1 Q2 Q3 Q4 Q4 

2016 2016 2016 2016 2015 

Sales revenues 4,142 3,905 3,785 4,182 4,713 

EBIT 132 63 105 173 180 

EBITDA 139 69 112 180 187 

Capital expenditures 4 3 7 9 9 

 

4.6.3. Key factors for the results of the segment 

Chart: Key changes of EBITDA in Supply [in PLN million]. 

 

Key factors affecting the results of Supply in 2016 compared to the results of the previous year included: 

Á Decrease of results from electricity by PLN 177 million resulting from lower margin per unit on energy sale due 
to less favourable spread between the average price of sale (decrease by PLN 9/MWh) and average price of 
purchase of electricity (decrease by PLN 2/MWh). Increase in volume of electricity traded by 10% partly 
ŎƻƳǇŜƴǎŀǘŜŘ ƴŜƎŀǘƛǾŜ ƛƳǇŀŎǘ ƻŦ ƭƻǿŜǊ ǇǊƛŎŜ ƻƴ ǘƘŜ ǎŜƎƳŜƴǘΩǎ ǊŜǎults. 

Á Increased costs of certificates redemption mainly resulting from higher demand for co-generation certificates 
and introduction of duty to redeem the certificates granted for electricity produced in biogas plants, what is a 
consequence of amended RES Law. That growth was partly compensated by lower prices of green certificates. 

Á Decrease  of  revenues  from  the  Agreement  for  Commercial  Management  of  Generation  Capacities 
όά½I½²έύ due to lower trading volume by 3 TWh and lower sale prices of electricity under management. 
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Revenues of PGE S.A. from PGE GiEK S.A. decreased by PLN 40 million, while revenues from PGE EO increased 
by PLN 5 million. 

Á Increased revenues from services provided to the other segments of the PGE Capital Group by PLN 49 million 
resulting from the change in method of settlements between companies. 

Á Change in other results mainly from: (i) lower expenses for marketing and sponsorship by PLN 23 million and 
(ii) higher result on other operations by PLN 18 million. 

4.6.4. Responsible approach to natural environment 

²ŀǘŜǊ ŀƴŘ ǿŀǎǘŜǿŀǘŜǊ ƳŀƴŀƎŜƳŜƴǘ ŀƴŘ ǿŀǎǘŜ ƳŀƴŀƎŜƳŜƴǘ ŀǘ tD9 hōǊƽǘ {Φ!Φ ŜƴŎƻƳǇŀǎǎ ǘƘŜ ŘƛǎŎƘŀǊƎŜ ƻŦ 
wastewater and transfer of waste created in the course of operations ς purely office work. As an eco-friendly 
ŎƻƳǇŀƴȅΣ tD9 hōǊƽǘ {Φ!Φ ǎƻǊǘǎ ǊǳōōƛǎƘ. 

tD9 hōǊƽǘΩǎ ǊŜǎǇƻƴǎƛōƭŜ ŀǇǇǊƻŀŎƘ ǘƻ ǘƘŜ ŜƴǾƛǊƻƴƳŜƴǘ ƛǎ ŀƭǎƻ ƳŀƴƛŦŜǎǘŜŘ ōȅ ƛǘǎ ƻŦŦŜǊƛƴƎ ŀŘŘǊŜǎǎŜŘ ǘƻ ŎƭƛŜƴǘǎ ŦƻǊ 
whom the origin of electricity produced is of signifiŎŀƴŎŜΦ Lƴ нлмсΣ tD9 hōǊƽǘ ƛƴǘǊƻŘǳŎŜŘ ŀ ŦƻǊƳ ƻŦ ŜŎƻ-friendly 
offering. The sale of energy derived from renewable sources is confirmed by an Origin Guarantee ς an official 
ŘƻŎǳƳŜƴǘ ŦǊƻƳ ǘƘŜ ǊŜƎƛǎǘŜǊ ƻŦ ¢ƻǿŀǊƻǿŀ DƛŜƱŘŀ 9ƴŜǊƎƛƛ {Φ!ΦΣ ŎƻƴŦƛǊƳƛƴƎ ǘƻ ǘƘŜ ŜƴŘ ǳǎŜǊ that the specified quantity 
of electricity was produced from renewable sources. For the major part of 2016 customers of tD9 hōǊƽǘ has the 
possibility to benefit from ƻŦŦŜǊΣ ǇǊŜǇŀǊŜŘ ƛƴ ŎƻƻǇŜǊŀǘƛƻƴ ǿƛǘƘ .ŀƴƪ hŎƘǊƻƴȅ |ǊƻŘƻǿƛǎƪŀ S.A. with prosumers in 
mind. Its goal was to help in financing installation of photovoltaic panels.  

4.7. Other operations 

Table: Key figures for Other operations. 

in PLN million 2016 2015 
% change 

2014 % change 

Sales revenues 688 682 1% 1,854 -63% 

EBIT -64 -51 25% 31 - 

EBITDA 67 66 2% 161 -59% 

Capital expenditures 170 216 -21% 158 37% 

      

PLN million 
Q1 Q2 Q3 Q4 Q4 

2016 2016 2016 2016 2015 

Sales revenues 163 170 178 177 170 

EBIT -17 -12 -10 -25 -27 

EBITDA 15 18 23 11 8 

Capital expenditures 24 44 34 68 75 

 

EBITDA of Other Operations segment was similar to the result achieved in the previous year. 

Capital expenditures  

Capital expenditures in Other Operations in 2016 amounted to PLN 170 million compared to PLN 216 million in 2015.  

Within the above amount, the highest capital expenditures in the first half of 2016 were incurred by the following 
companies: 

Á PGE Systemy S.A. ς for IT infrastructure and software development    PLN 88 million; 
Á Exatel S.A. ς for telecommunication infrastructure development PLN 44 million; 
Á PGE EJ 1 sp. z o.o. όάtD9 9Wέύ ς for nuclear project development PLN 34 million. 
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4.8. Entity authorised to audit of financial statements 

An entity authorised to audit stand-alone financial statements of PGE S.A. and consolidated financial statements of PGE 
/ŀǇƛǘŀƭ DǊƻǳǇ ŦƻǊ нлмс ƛǎ YtaD !ǳŘȅǘ {ǇƽƱƪŀ Ȋ ƻƎǊŀƴƛŎȊƻƴŊ ƻŘǇƻǿƛŜŘȊƛŀƭƴƻǏŎƛŊ {ǇΦ ƪΦ.  

An entity authorised to of financial statements, which was responsible for audit of stand-alone financial statements of PGE 
S.A. and review of consolidated financial statements of the PGE Capital Group for the first half-year 2016 and for audit of 
annual stand-alone financial statements of PGE S.A. and consolidated financial statements of the PGE Capital Group for 2015 
ǿŀǎ YtaD !ǳŘȅǘ {ǇƽƱƪŀ Ȋ ƻƎǊŀƴƛŎȊƻƴŊ ƻŘǇƻǿƛŜŘȊƛŀƭƴƻǏŎƛŊ {ǇΦ ƪ.  

Table: Fee payable to an entity authorised to audit of financial statements with regard to PGE S.A. (PLN thousand). 

!ǳŘƛǘƻǊΩǎ ŦŜŜ 2016 2015 2014 

Audit and reviews of the financial statements 493 398 555 

Other 32 118 709 
 

In 2016 KPMG Audyt {ǇƽƱƪŀ Ȋ ƻƎǊŀƴƛŎȊƻƴŊ ƻŘǇƻǿƛŜŘȊƛŀƭƴƻǏŎƛŊ {ǇΦ ƪΦ audited also financial statements of the following 
companies from the PGE Capital Group i.e.: PGE GiEK S.A., PGE EJ 1 sp. z o.o., PEC Zgierz sp. z o.o., PGE EO S.A, EW Baltica 1 
sp. z o.o., EW Baltica 2 sp. z o.o., EW Baltica 3 sp. z o.o., Bio-Energia sp. z o.o., PGE Dom Maklerski S.A., PGE Energia Natury 
ǎǇΦ Ȋ ƻΦƻΦΣ tD9 9ƴŜǊƎƛŀ bŀǘǳǊȅ t9² ǎǇΦ Ȋ ƻΦƻΦΣ tD9 hōǎƱǳƎŀ YǎƛťƎƻǿƻ-Kadrowa sp. z o.o. and ELBEST Security sp. z o.o. 

In нлмр YtaD !ǳŘȅǘ {ǇƽƱƪŀ Ȋ ƻƎǊŀƴƛŎȊƻƴŊ ƻŘǇƻǿƛŜŘȊƛŀƭƴƻǏŎƛŊ {ǇΦ ƪΦ audited also financial statements of the following 
companies from the PGE Capital Group i.e.: PGE GiEK S.A., PGE EJ 1 sp. z o.o., PEC Zgierz sp. z o.o., PGE EO S.A, EW Baltica 1 
sp. z o.o., EW Baltica 2 sp. z o.o., EW Baltica 3 sp. z o.o., Bio-Energia S.A., PGE Dom Maklerski S.A., PGE Energia Natury sp. z 
ƻΦƻΦΣ tD9 9ƴŜǊƎƛŀ bŀǘǳǊȅ hƳƛƪǊƻƴ ǎǇΦ Ȋ ƻΦƻΣ tD9 9ƴŜǊƎƛŀ bŀǘǳǊȅ t9² ǎǇΦ Ȋ ƻΦƻΦΣ tD9 hōǎƱǳƎŀ YǎƛťƎƻǿƻ-Kadrowa sp. z o.o. 
and ELBEST Security sp. z o.o. 

Table: Fee payable to an entity authorised to audit of financial statements with regard to the entities of the Capital Group 
(PLN thousand). 

!ǳŘƛǘƻǊΩǎ ŦŜŜ 2016 2015 2014 

Audit and reviews of the financial statements 847 846 771 

Other 109 114 117 
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4.9. Significant events of the reporting period and subsequent events 

4.9.1. LƴǾŜǎǘƳŜƴǘ !ƎǊŜŜƳŜƴǘ ƻƴ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ƛƴǾŜǎǘƳŜƴǘ ƛƴ tƻƭǎƪŀ DǊǳǇŀ DƽǊƴƛŎȊŀ ǎǇΦ Ȋ ƻΦƻΦ 

Investment Agreement on the financial ƛƴǾŜǎǘƳŜƴǘ ƛƴ tƻƭǎƪŀ DǊǳǇŀ DƽǊƴƛŎȊŀ ǎǇΦ Ȋ ƻΦƻΦ ƛǎ ŘŜǎŎǊƛōŜŘ ƛƴ ƴƻǘŜ 33.2 to 
the consolidated financial statements. 

4.9.2. Capital investment in Polimex-Mostostal S.A. 

Capital investment in Polimex-Mostostal S.A. is described in note 33.5 to the consolidated financial statements. 

4.9.3. Submission of initial offer with partners for acquisition of EDF assets in Poland 

Submission of initial offer with partners for acquisition of EDF assets in Poland is described in note 33.3 to the 
consolidated financial statements. 

4.9.4. Comprehensive agreement with PGNiG S.A. for natural gas supply 

hƴ {ŜǇǘŜƳōŜǊ мΣ нлмсΣ tD9 Dƛ9Y {Φ!Φ ŀƴŘ tƻƭǎƪƛŜ DƽǊƴƛŎǘǿƻ bŀŦǘƻǿŜ ƛ Gazownictwo S.A. signed individual contracts 
for the sale of gas fuel, which will supply the heat-and-ǇƻǿŜǊ Ǉƭŀƴǘǎ ƛƴ wȊŜǎȊƽǿ ŀƴŘ [ǳōƭƛƴ.  

The estimated value of the contracts may reach PLN 2 billion, and the supply volume may reach a total of approx. 2.2 
billion m

3
. The contracts are in effect until October 1, 2019 and contain an extension option to January 1, 2023. The 

individual contracts were signed under a framework agreement of October 8, 2015, which provides for additional 
contracts to be executed for additional volumes. 

4.9.5. LƴŎǊŜŀǎŜ ƻŦ ǘƘŜ ǎƘŀǊŜ ŎŀǇƛǘŀƭ ŦǊƻƳ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƻǿƴ ŦǳƴŘǎ 

hƴ {ŜǇǘŜƳōŜǊ рΣ нлмсΣ ǘƘŜ 9ȄǘǊŀƻǊŘƛƴŀǊȅ DŜƴŜǊŀƭ aŜŜǘƛƴƎ ƻŦ tD9 όα9DMέύ ŀŘƻǇǘŜŘ ǊŜǎƻƭǳǘƛƻƴ ƻƴ ǘƘŜ ƛƴŎǊŜŀǎŜ ƻŦ ǘƘŜ ǎƘŀǊŜ 
capital by PLN 467,440,207.25 ŦǊƻƳ ǘƘŜ /ƻƳǇŀƴȅΩǎ reserve capital by increasing the nominal value of shares from PLN 10.00 
PLN to PLN 10.25 PLN.  

The increase of the nominal value of shares causes the tax revenue for the shareholders. On September 5, 2016 EGM also 
adopted a resolution on the allocation of part of the supplementary capital for the financing of the flat-rate income tax 
related to the increase in the share capital to be financed from the Company's own funds, thus the tax burden was borne by 
the Company. PGE S.A. received tax interpretations regarding questions on appropriate application of tax regulations on 
income tax from legal persons and income tax from natural persons.  The analysis of received tax interpretations led to the 
conclusion that the tax due which Company was supposed to pay to the Tax Office due to the increase of share capital 
amounts to PLN 110 million. As at the December 31, 2016 that amount decreased the equity of the Company and is 
recognised in non-financial liabilities. The tax was paid on January 9, 2017. 

After the reporting date until the preparation date of this report, the have been no changes in the amount of the 
share capital of the Company. 

4.9.6. Overburden slide at ŀƴ ƛƴǘŜǊƴŀƭ ƘŜŀǇ ƛƴ ǘƘŜ ¢ǳǊƽǿ ƭƛƎƴƛǘŜ ƳƛƴŜ 

hǾŜǊōǳǊŘŜƴ ǎƭƛŘŜ ŀǘ ŀƴ ƛƴǘŜǊƴŀƭ ƘŜŀǇ ƛƴ ǘƘŜ ¢ǳǊƽǿ ƭƛƎƴƛǘŜ ƳƛƴŜ is described in note 33.4 to the consolidated financial 

statements. 

4.9.7. Termination of long-term contracts for purchase of certificates by Enea S.A. 

6.21Termination of long-term contracts for purchase of certificates by Enea S.A. is described in note 28.4  to the 
consolidated financial statements. 

4.9.8. Description of material agreements 

In 2016 there were no agreements meeting the criteria of material agreement. 

4.9.9. Impairment of the power generating assets of Renewables segment and Conventional Generation segment 

Analysis of impairment of the power generating assets of Conventional Generation segment and Renewables segment is 

described in notes 3.1 and 3.2 to the consolidated financial statements. 

4.9.10. Changes in the Management Board 

Changes in the Management Board and Supervisory Board are described in p. 8.3 of this report. 

4.9.11. Decisions of the President of the Energy Regulatory Office related to realisation of LTC Act 

Decisions of the President of the Energy Regulatory Office related to realisation of LTC Act are described in note 33.1 

G4 

G4-13 
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to the consolidated financial statements. 

4.9.12. Legal aspects 

Claims for annulment of the resolutions of the General Meetings of PGE S.A. 

Á On April 1, 2014 PGE S.A. received a copy of lawsuit filed to the District Court in Warsaw by one of the 
shareholders. In the lawsuit, the shareholder is seeking for annulment of the resolutions 1, 2 and 4 of the 
Extraordinary General Meeting of the Company held on February 6, 2014. The Company filed response to the 
ŎƭŀƛƳΦ hƴ WǳƴŜ ннΣ нлмр ǘƘŜ 5ƛǎǘǊƛŎǘ /ƻǳǊǘ ƛƴ ²ŀǊǎŀǿ ŘƛǎƳƛǎǎŜŘ ƛƴ Ŧǳƭƭ ǘƘŜ ǎƘŀǊŜƘƻƭŘŜǊΩǎ ŎƭŀƛƳΦ ¢ƘŜ ǎƘŀǊŜƘƻƭŘŜǊ 
appealed against that verdict and the Company filed reply to that appeal.  

Á On August 21, 2015 PGE S.A. received a copy of lawsuit filed to the District Court in Warsaw by one of the 
shareholders. In the lawsuit, the shareholder is seeking for annulment of the resolution 5 of the Ordinary 
General Meeting of the Company held on June 24, 2015. On September 21, 2015 the Company filed response 
ǘƻ ǘƘŜ ŎƭŀƛƳΦ ¢ƘŜ 5ƛǎǘǊƛŎǘ /ƻǳǊǘ ƛƴ ²ŀǊǎŀǿ ŘƛǎƳƛǎǎŜŘ ǘƘŜ ǎƘŀǊŜƘƻƭŘŜǊΩǎ ŎƭŀƛƳ ƛƴ ǘƘŜ ǾŜǊŘƛŎǘ ǇǳōƭƛǎƘŜŘ ƻƴ !ǇǊƛƭ 
26, 2016. 

Á On September 17, 2014 PGE S.A. received a copy of lawsuit filed to the District Court in Warsaw by one of the 
shareholders. In the lawsuit, the shareholder is seeking for annulment of the resolution 4 of the Ordinary 
General Meeting of the Company held on June 6, 2014. The Company filed response to the claim. On August 
моΣ нлмр ǘƘŜ 5ƛǎǘǊƛŎǘ /ƻǳǊǘ ƛƴ ²ŀǊǎŀǿ ŘƛǎƳƛǎǎŜŘ ƛƴ Ŧǳƭƭ ǘƘŜ ǎƘŀǊŜƘƻƭŘŜǊΩǎ ŎƭŀƛƳΦ ¢ƘŜ ǎƘŀǊŜƘƻƭŘŜǊ ŀǇǇŜŀƭŜŘ 
against that verdict and the Company filed reply to that appeal. On March 2, 2017 the Court of Appeal in 
Warsaw dismissed the appeal. 

Á On October 23, 2015 PGE S.A. received a copy of lawsuit filed to the District Court in Warsaw by one of the 
shareholders. In the lawsuit, the shareholder is seeking for annulment of the resolution 1 of the Extraordinary 
General Meeting of the Company held on September 14, 2015. The Company filed response to the claim.  

Á On May 20, 2016 PGE S.A. received a copy of lawsuit filed to the District Court in Warsaw by one of the 
shareholders. In the lawsuit, the shareholder is seeking for annulment of the resolution 1 of the Extraordinary 
General Meeting of the Company held on March 1, 2016. The Company filed response to the claim. 

Á On September 12, 2016 PGE S.A. received a copy of lawsuit filed to the District Court in Warsaw by one of the 
shareholders. In the lawsuit, the shareholder is seeking for annulment of the resolution 1 of the Ordinary 
General Meeting of the Company held on June 28, 2016. The Company filed response to the claim. 

Á On December 30, 2016 received a copy of lawsuit filed to the District Court in Warsaw by one of the 
shareholders. In the lawsuit, the shareholder is seeking for annulment of the resolution 1 of the Extraordinary 
General Meeting of the Company held on September 5, 2016. The Company filed response to the claim. 

The issue of compensation regarding the conversion of shares 

CƻǊƳŜǊ ǎƘŀǊŜƘƻƭŘŜǊǎ ƻŦ tD9 DƽǊƴƛŎǘǿƻ ƛ 9ƴŜǊƎŜǘȅƪŀ {Φ!Φ ŦƛƭŜŘ ǇŜǘƛǘƛƻƴǎ ŎŀƭƭƛƴƎ tD9 {Φ!Φ ŦƻǊ ŀ ǇǊŜ-trial settlement with 
respect of the payment of damages for incorrectly set ς as they claim ς share exchaƴƎŜ Ǌŀǘƛƻ ƻŦ tD9 DƽǊƴƛŎǘǿƻ ƛ 
Energetyka S.A. shares for the shares of PGE S.A. in the consolidation process which took place in 2010. The total 
value of claims resulting from petitions for pre-ǘǊƛŀƭ ǎŜǘǘƭŜƳŜƴǘǎ ōȅ ŦƻǊƳŜǊ ǎƘŀǊŜƘƻƭŘŜǊǎ ƻŦ tD9 DƽǊƴƛŎǘǿƻ ƛ 
Energetyka S.A. is over PLN 10 million. 

Notwithstanding the foregoing, on November 12, 2014 Socrates Investment S.A. (the purchaser of the liabilities from former 
ǎƘŀǊŜƘƻƭŘŜǊǎ ƻŦ tD9 DƽǊƴƛŎǘǿƻ ƛ 9ƴŜǊƎŜǘȅƪŀ {Φ!Φύ ŦƛƭŜŘ ŀ ƭŀǿǎǳƛǘ ŦƻǊ ŎƻƳǇŜƴǎŀǘƛƻƴ ƛƴ ǘƻǘŀƭ ŀƳƻǳƴt exceeding PLN 493 million 
(plus interests) for the damage resulting from incorrectly (in opinion of the Socrates Investment S.A.) set share exchange 
ratio in the consolidation process of PGE DƽǊƴƛŎǘǿƻ ƛ 9ƴŜǊƎŜǘȅƪŀ {Φ!Φ ǿƛǘƘ tD9 {Φ!.  

The Company filed response to the claim and currently the legal proceeding in the first instance is pending.  

In addition, company Pozwy sp. z o.o. submitted a similar claim amounting to more than PLN 229 million in its letter dated 
October 31, 2016 which constituted a notification about the purchase of claims and  demand for payment adressed to  PGE 
DƽǊƴƛŎǘǿƻ ƛ 9ƴŜǊƎŜǘȅƪŀ YƻƴǿŜƴŎƧƻƴŀƭƴŀ {Φ!ΦΣ tD9 {Φ!Φ ŀƴŘ tǿ/ tƻƭǎƪŀ ǎǇΦ Ȋ ƻΦƻΦ tƻȊǿȅ ǎǇΦ Ȋ ƻΦƻΦΣ ƛƴŘƛŎŀǘŜŘ ƛƴ ƛǘǎ ƭŜǘǘŜǊ ǘƘŀǘ 
the company bought claims of former shareholders of PGE Elektrownia Opole S.A. The claim concerns compensation for 
ŀƭƭŜƎŜŘ ƛƴŎƻǊǊŜŎǘ ŘŜǘŜǊƳƛƴŀǘƛƻƴ ƻŦ ǘƘŜ ǎƘŀǊŜ ŜȄŎƘŀƴƎŜ Ǌŀǘƛƻ ƻŦ tD9 9ƭŜƪǘǊƻǿƴƛŀ hǇƻƭŜ {Φ!Φ ŦƻǊ ǘƘŜ ǎƘŀǊŜǎ ƻŦ tD9 DƽǊƴƛŎǘǿƻ ƛ 
Energetyka Konwencjonalna S.A. in the merger process of those companies. In January 2017 the Company received two 
additional notifications about the purchase of claims and demands for payment of compensation due to above mentioned 
in total amount of PLN 27 million.  

The companies from the Group do not accept the claims of Socrates Investment S.A., Pozwy sp. z o.o. and of the other 
shareholders filing for a pre-trial settlement. The claims are unfounded. In the opinion of PGE S.A. the whole consolidation 
process was executed in fair and proper manner. The value of the shares of companies subject to the mergers was assessed 
by the independent company - PwC Polska sp. z o.o. Additionally, plans of the above mentioned ŎƻƳǇŀƴƛŜǎΩ ƳŜǊƎŜǊΣ 
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including the exchange ratios with respect to shares were examined for accuracy and reliability by an expert appointed by 
the registration court; no irregularities were found. Then, the court registered the mergers of the companies. 

For the reported claims, the Group has not created a provision. 

4.9.13. Information concerning the dispute between Exatel S.A. and Taifun Real sp. z o.o. 

Since 2005 Exatel S.A. (Exatel) and Taifun Real sp. z o.o. (Taifun Real) have been in a dispute regarding lease 
agreement for the previous office of Exatel.  

On June 23, 2016, the Court of Arbitration at the Polish Chamber of Commerce in Warsaw issued a verdict in a case 
claimed by Taifun Real sp. z o.o. against Exatel S.A. and ordered Exatel S.A. to pay PLN 51 million together with 
statutory interest from the date of July 2, 2013 to Taifun Real sp. z o.o. (total amount payable ς PLN 67 million). On 
July 29, 2016, after the Court of Appeal ascertained enforceability of the arbitration award, the amount awarded by 
the Court of Arbitration was paid to Taifun Real, together with accrued interest and costs of the proceeding. 

4.9.14. Information concerning proceedings in front of court, body appropriate for arbitration proceedings or in front of 
public administration authorities 

As at December 31, 2016 PGE S.A. and its subsidiaries were not a party of any proceedings concerning payables or 
ŘŜōǘǎ ǿƘƻǎŜ ǘƻǘŀƭ ǾŀƭǳŜ ǿƻǳƭŘ ŎƻƴǎǘƛǘǳǘŜ ŀǘ ƭŜŀǎǘ мл҈ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŜǉǳƛǘȅΦ 

Significant proceedings pending in front of courts, competent arbitration authority or public administration authority 
are described in p. 4.9.12 regarding legal aspects in this report and in note 28.4 to the consolidated financial 
statements. 

4.9.15. Information concerning the guarantees for loans granted by the Company or a subsidiary 

Within the Group, as at December 31, 2016 PGE S.A. and subsidiaries did not grant guarantees to other entities or to 
a subsidiary, where a value of guarantees constitute ŀǘ ƭŜŀǎǘ мл҈ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ Ŝǉǳƛǘȅ. 

4.9.16. Change of accounting rules 

Change of accounting rules is described in note 5 to the consolidated financial statements.  

4.9.17. Information on issue, redemption and repayment of debt securities and other securities  

Information on issue, redemption and repayment of debt securities and other securities is described in p. 1.4.1 of the 

foregoing report and in note 1.3 to the consolidated financial statements. 

4.9.18. Activities related to nuclear energy 

Business partnership 

As a result of the sale of shares on April 15, 2015 to the Business Partners (TAURON Polska Energia S.A., ENEA S.A. and 
YDIa tƻƭǎƪŀ aƛŜŘȋ {Φ!Φύ ōȅ tD9 {Φ!ΦΣ tD9 {Φ!Φ ƘƻƭŘǎ тл҈ ƛƴ ǘƘŜ ǎƘŀǊŜ ŎŀǇƛǘŀƭ ƻŦ tD9 9W м ǎǇΦ Ȋ o.o., and each of the Business 
Partners holds 10% in the share capital of PGE EJ 1 sp. z o.o.  

!ŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ tŀǊǘƴŜǊǎΩ !ƎǊŜŜƳŜƴǘΣ ŎƻƴŎƭǳŘŜŘ ƻƴ {ŜǇǘŜƳōŜǊ оΣ нлмпΣ ǘƘŜ tŀǊǘƛŜǎ Ƨƻƛƴǘƭȅ ǳƴŘŜǊǘƻƻƪ ǘƻ ŦƛƴŀƴŎŜ 
ƻǇŜǊŀǘƛƻƴǎ ǳƴŘŜǊ ǘƘŜ ƛƴƛǘƛŀƭ ǇƘŀǎŜ ƻŦ ǘƘŜ tǊƻƎǊŀƳ όǘƘŜ ά5ŜǾŜƭƻǇƳŜƴǘ {ǘŀƎŜέύΣ ǇǊƻǇƻǊǘƛƻƴŀƭƭȅ to their shareholdings. 
The funds for the Program are paid to PGE EJ 1 sp. z o.o. in form of the increase of the share capital. Next increase of 
the share capital was carried out in the fourth quarter of 2016. tD9Ωǎ ŦƛƴŀƴŎƛŀƭ ŎƻƳƳƛǘƳŜƴǘ ƛƴ ǘƘŜ 5ŜǾŜƭƻǇƳŜƴǘ Stage 
will not exceed amount of approx. PLN 700 million. 

Financing 

In 2016, the works were continued on financing structure of the Program based on updated assumptions regarding capital 
expenditures and operating costs for the nuclear power plant and revised financing model for the investment.   

Support schemes 

In 2016, dialogue with the Polish government continued in the area of laying down the conditions for the Polish nuclear 
power project, taking into consideration the potential support mechanisms dedicated to nuclear power, including the 
contract for difference, among others.  

Integrated proceeding 

The preparation of the invitation to the integrated proceeding, i.e. selection, within a single procedure, all of the key 
contractors, was completed In 2016. 
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Further proceeding with regard to delivery of technology  is dependent on the final arrangements with the Ministry of 
Energy related to formula of technology selection, working out economic, organisational and legal solutions, including the 
risk distribution and estimated costs of implementation of those solutions.  

Selection of nuclear plant location, including site and environmental decisions  

In 2016 the activities with regard to obtaining site and environmental decision were continued, inter alia: 
Á decision was taken on selection of two locations, i.e. Lubiatowo-YƻǇŀƭƛƴƻ ŀƴŘ ÀŀǊƴƻǿƛŜŎΣ for the needs of 

environmental and site surveys for the purposes of preparing an environmental impact assessment and site 
report; 

Á the General Director for Environment Protection issued a decision regarding the scope of the environmental 
impact assessment, taking into consideration the two potential sites; 

Á PGE EJ 1 signed an agreement with Elbis sp. z o.o. regarding site characterisation and environmental surveys 
at two locations ς the aim of these surveys is to obtain results necessary to prepare a site characterisation 
report and an environmental impact assessment for a nuclear power plant with capacity of up to 3,750 MWe; 

In August 2016, dialogue was commenced with the National Atomic Energy Agency (PAA) regarding detailed survey areas for 
the purposes of an environmental impact assessment report and site report, as well as interpretation of the provisions of 
the Scoping Decision and Site Ordinance. 

The planned date for commencing site characterisation and environmental surveys is March 2017. The expected date for 
finishing the contracted surveys is the first half of 2020.  

Planning and preparing related infrastructure 

In 2016: 

Á studies were being carried out regarding preparations for potential access routes to construction sites at the 
locations being considered;  

Á PGE EJ 1 sp. z o.o. participated in public Ŏƻƴǎǳƭǘŀǘƛƻƴǎ ŦƻǊ ǘƘŜ άtƻƳŜǊŀƴƛŀƴ ǾƻƛǾƻŘǎƘƛǇ ŘŜǾŜƭƻǇƳŜƴǘ Ǉƭŀƴέ 
ŀƴŘ ǘƘŜ άDŘŀƵǎƪ-Gdynia-Sopot metropolitan area planέ; 

Á works related to planning and preparation of auxiliary infrastructure were continued; 
Á meetings were held with representatives of the Energy Ministry and Development Ministry in order to 

determine further activities aimed at drafting a Territorial Contract.  

Decision in principle from the Minister of Energy (including general opinion from the President of the National 
Atomic Energy Agency) 

In 2016 arrangements were made with the President of the National Atomic Energy Agency (PAA) regarding the 
ǇǊƻŎŜǎǎƛƴƎ ƻŦ ŀǇǇƭƛŎŀǘƛƻƴǎ ŀƴŘ ǎŎƘŜŘǳƭŜ ŦƻǊ ƛǎǎǳƛƴƎ ŘŜŎƛǎƛƻƴǎ ōȅ ǘƘŜ t!!Ωǎ tǊŜǎƛŘŜƴǘ ŦƻǊ ƴǳŎƭŜŀǊ ǘŜŎƘƴƻƭƻƎƛŜǎ ǘƘŀǘ ŀǊŜ 
to be qualified for participating in the integrated procedure as well as the scope of application for issue of a general 
opinion and the type of documents required and the scope of information in the application expected by the PAA 
President.  

Social acceptance  

The main objective of activities in this area is garnering and maintaining a high level of social support at the potential nuclear 
Ǉƭŀƴǘ ƭƻŎŀǘƛƻƴǎ όŜǾŜƴǘǳŀƭƭȅΣ ŀǘ ǘƘŜ ǎŜƭŜŎǘŜŘ ƭƻŎŀǘƛƻƴύΣ ŀƭƭƻǿƛƴƎ ǘƻ ƛƳǇƭŜƳŜƴǘ ǘƘŜ ǇǊƻƎǊŀƳƳŜ ǘƻ ōǳƛƭŘ tƻƭŀƴŘΩǎ ŦƛǊǎǘ ƴǳŎƭŜŀǊ 
plant and provide knowledge about nuclear power and the programme to specific stakeholder groups at national and local 
level. In 2016 ŀǇǇƭƛŎŀǘƛƻƴǎ ǳƴŘŜǊ ǘƘŜ tǊƻƎǊŀƳƳŜ ǘƻ {ǳǇǇƻǊǘ ǘƘŜ 5ŜǾŜƭƻǇƳŜƴǘ ƻŦ {ƛǘŜ aǳƴƛŎƛǇŀƭƛǘƛŜǎ  όαt²wD[έύ were being 
accepted and adequate agreements were signedΦ tǊƻƎǊŀƳΩǎ ŀƛƳ ƛǎ ǘƻ ǎǘǊŜƴƎǘƘŜƴ ǇŀǊǘƴŜǊǎƘƛǇ-based relations between PGE 
EJ 1 sp. z o.o. and the local communities and authorities of the three municipalities by providing support to initiatives that 
are of significance to the residents and development of the region. Contracts with qualified applicants under the PWRGL 
programme were signed in the second and third quarter of 2016. 

Compensations from WorleyParsons 

In 2013, PGE EJ 1 sp. z o.o. signed an agreement for environmental studies, site characterisation and services related to 
obtaining permits and permissions necessary in the investment process associated with the construction of a nuclear power 
plant with a consortium of WorleyParsons Nuclear Services JSC, WorleyParsons International Inc. and WorleyParsons Group 
Inc. ("WorleyParsons", the "Contractor"), in the amount of PLN 253 million net (including basic range of PLN 167 million). 
Due to delays in the implementation of the agreement, in 2013 the company accrued to WorleyParsons a contractual 
penalty in the amount of PLN 7 million. In addition, in connection with a further improper execution of services in 2014, the 
company accrued contractual penalties in the total amount of PLN 43 million. On December 23, 2014, PGE EJ 1 terminated 
the contract for reasons attributable to the Contractor. 
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Contractual penalties of 2013 were deducted from the remuneration payable to WorleyParsons in 2014. Penalties for 2014 
in the total amount of PLN 30 million were deducted from the remuneration payable to WorleyParsons and the bank 
guarantee. After all deductions and amounts received by the company from the bank guarantee, the company is entitled to 
claim towards WorleyParsons for payment of PLN 14 million as a penalty by way of delay. 

On August 7, 2015 PGE EJ 1 filed with the District Court in Warsaw a claim against WorleyParsons for the payment of nearly 
PLN 15 million plus statutory interest for late payment of the amount due.  

WorleyParsons questioned the claims of PGE EJ 1 and in November 2015 filed its own claim for payment of PLN 59 million 
for due - in the plaintiff's opinion - remuneration and return of the amount unduly - according to the plaintiff - collected by 
the company from the bank guarantee. In view of those activities, PGE EJ 1 and WorleyParsons have been in dispute with 
regard to the legitimacy of contractual penalties. 

In 2016 the case was referred to mediation. Until the preparation date of this report the settlement has not been reached 
and the next date of the mediation meeting is not fixed. 

Furthermore, on May 20, 2016, PGE EJ 1 filed a motion with the Regional Court for the Capital City of Warsaw in Warsaw to 
commit WorleyParsons to attempt reaching a settlement concerning the cƻƳǇŀƴȅΩǎ ŎƭŀƛƳǎ ŦƻǊ ŎƻƳǇŜƴǎŀǘƛƻƴΣ ƛΦŜΦ ǇŀȅƳŜƴǘ 
to the company of approx. PLN 40 million together with statutory interest for delays from the due date for payment of the 
above amount until the payment date for compensation for undue performance by of obligations. Until the preparation 
date of this report, a conciliation meeting has not taken place yet. 

4.10. Transactions with related entities 

Information about transactions with related entities is presented in note 32 to the consolidated financial statements. 

4.11. Publication of financial forecasts 

PGE S.A. did not publish financial forecasts. 

On February 10, 2017 PGE S.A. published current report no. 7/2017, disclosing the estimated consolidated financial 
and operating results for 2016.  
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4.12. Management of financial resources and financial liquidity 

4.12.1. Net debt of the Group and main financial ratios 

¢ŀōƭŜΥ DǊƻǳǇΩǎ ƴŜǘ ŘŜōǘ ŀǎ ŀǘ 5ŜŎŜƳōŜǊ омΣ нлм6, December 31, 2015 and December 31, 2014. 
 

in PLN million 

As at As at As at 

December 31, 
2016 

December 31, 
2015 

December 31, 
2014 

Cash on hand and cash at bank 808 1,304 1,615 

Overnight deposits 42 57 164 

Short-term deposits  1,819 1,743 4,417 

Cash and cash equivalents  2,669 3,104 6,196 

Adjustment for restricted cash* -107 -333 -136 

Investments held until maturity date  
(short-term deposits) 

2,300 1 3 

/ŀǎƘ ŀǘ tD9 DǊƻǳǇΩǎ ŘƛǎǇƻǎŀƭ 4,862 2,772 6,063 

Current loans and borrowings 332 214 304 

Bonds issued - current 78 76 52 

Current lease 1 1 1 

Non-current loans and borrowings 5,839 1,459 1,008 

Bonds issued ς non-current 3,764 3,658 3,679 

Non-current lease 0 1 1 

Gross financial debt (short and long-term) 10,014 5,409 5,045 

Net financial debt  5,152 2,637 -1,018 

* wŜǎǘǊƛŎǘŜŘ ŎŀǎƘ ƛƴŎƭǳŘŜǎ ŎƻƭƭŀǘŜǊŀƭǎ ŦƻǊ ǎŜǘǘƭŜƳŜƴǘǎ ǿƛǘƘ LȊōŀ wƻȊƭƛŎȊŜƴƛƻǿŀ DƛŜƱŘ ¢ƻǿŀǊƻǿȅŎƘ {Φ!Φ ό²ŀǊǎŀǿ /ƻƳƳƻŘƛǘȅ /ƭŜŀǊƛƴƎ House), security deposits 
and performance bonds. 

Table: Key financial ratios. 

Ratios 
Year ended Year ended Year ended 

December 31, 
2016 

December 31, 
2015 

December 31, 
2014 

Return on sales ROS [in %] 
9.13% -10.64% 12.99% 

  Net result  x 100% / Net revenues 

Return on sales ROS [in %]- adjusted* 
11.96% 15.02% 13.44% 

Net result x 100% / Net revenues 

Return on equity ROE [in %] 

6.38% -6.99% 8.87% 
  Net financial result  x 100% / (equity ς net financial result) 

Return on equity ROE [in %] ς adjusted* 
8.53% 11.87% 9.18% 

Net financial result x 100% / (equity - net financial result) 

5ŜōǘƻǊΩǎ Řŀȅǎ 

37 34 33 
  Average trade receivables (gross) x 365 days / net revenues 

Debt ratio [in %] 
36.61% 34.06% 32.20% 

  Liabilities x 100% / total equity and liabilities 

Current ratio  
1.7 1.5 1.9 

  Current assets / short-term liabilities 

*  financial results were adjusted by the value of impairment losses 
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Financial results achieved by PGE S.A. as well as PGE Group companies and unused credit limits ensure funds 
sufficient for financing of current operating activities of the PGE Group companies.  

In order to optimise the cash flows of the Group companies, improve the liquidity management efficiency and secure 
short-term financing of the entities from the Group, PGE Capital Group introduced one-way real cash-pooling. The 
cash poling  agreements were signed on December 22, 2014. 

4.12.2. Bonds issued 

As the parent company of the PGE Capital Group, PGE S.A. provides individual companies of the Group with funds for in-
vestments and current activities. The funds are transferred by purchase of both zero-coupon and coupon bonds. To this end, 
the companies of the Capital Group have concluded agency agreements with banks with regard to bond issue services. 

As at December 31, 2016 PGE GiEK S.A. had bonds issued for a total nominal value of PLN 7,430 million that were purchased 
by PGE S.A. under two bond programs concluded ǿƛǘƘ LbD .ŀƴƪ |ƭŊǎƪƛ {Φ!Φ ŀƴŘ ǿƛǘƘ tƻǿǎȊŜŎƘƴŀ Yŀǎŀ hǎȊŎȊťŘƴƻǏŎƛ .ŀƴƪ 
Polski S.A.  

As at December 31, 2016 PGE EO S.A. had bonds issued and purchased by PGE S.A. amounting to PLN 1,085 million. 

As at December 31, 2016 other companies from the Group had bonds issued and purchased by PGE S.A. amounting 
to PLN 381.5 million, including: 

Á  PGE Energia Natury PEW sp. z o.o. with nominal value of PLN 351,5 million,  

Á  PGE Energia Natury sp. z o.o. with nominal value of PLN 30 million. 

tD9 9h {Φ!Φ ǿŀǎ ƛǎǎǳƛƴƎ ōƻƴŘǎ ǳƴŘŜǊ ǘƘŜ .ƻƴŘ LǎǎǳŜ ǇǊƻƎǊŀƳ ǎƛƎƴŜŘ ǿƛǘƘ LbD .ŀƴƪ |ƭŊǎƪƛ {Φ!Φ ƻƴ WǳƴŜ ннΣ нлмм 
allowing for issue of bonds of up to PLN 1,200 million. The maturity date falls on December 31, 2016. Companies 
from former PD9 9ƴŜǊƎƛŀ bŀǘǳǊȅ ƎǊƻǳǇ ƛǎǎǳŜŘ ōƻƴŘǎ ǳƴŘŜǊ ǘƘŜ .ƻƴŘ LǎǎǳŜ ǇǊƻƎǊŀƳ ǎƛƎƴŜŘ ǿƛǘƘ LbD .ŀƴƪ |ƭŊǎƪƛ {Φ!Φ 
on September 20, 2013 allowing for issue of bonds of up to PLN 400 million. The agreement was signed for an 
indefinite period. On January 24, 2014 annex was signed, that increased the value of the program to PLN 700 million. 
On January 27, 2014 PGE Energia Natury PEW Sp. z o.o. and PGE Energia Natury sp. z o.o. entered into the 
agreement.  

In 2015 - within of the merger process of PGE Energia Natury S.A. and PGE EO S.A., as a result of which PGE EO S.A. 
entered into the rights and assumed the obligations of PGE Energia Natury S.A. (general succession) ς those 
companies signed appropriate agrŜŜƳŜƴǘǎ ǿƛǘƘ LbD .ŀƴƪ |ƭŊǎƪƛ {Φ!Φ ŀƭƭƻǿƛƴƎ ǘƻ ǘŜǊƳƛƴŀǘŜ !ƎŜƴŎȅ !ƎǊŜŜƳŜƴǘ 
initially executed between PGE EO S.A. and the bank. Servicing the bonds issued by the Issuer ς PGE EO S.A., but not 
yet bought back, will be continued under the Agency Agreement initially executed between PGE Energia Natury S.A. 
and the bank. In addition, new entities from the PGE EO S.A. group, i.e. Elektrownia Wiatrowa Baltica-2 sp. z o.o. oraz 
Elektrownia Wiatrowa Baltica-3 sp. z o.o., were included in the bond issue program 

PGE S.A. Bond Issue programme of up to PLN 5,000 million, for PGE Group companies  

5ǳǊƛƴƎ нлмсΣ tD9 {Φ!Φ ƘŀŘ ŀ ōƛƴŘƛƴƎ !ƎŜƴŎȅ !ƎǊŜŜƳŜƴǘ ǿƛǘƘ LbD .ŀƴƪ |ƭŊǎƪƛ {Φ!Φ ǊŜƎŀǊŘƛƴƎ ǘƘŜ ŜǎǘŀōƭƛǎƘƳŜƴǘ ƻŦ ǘƘŜ 
bond issue made to companies of the PGE Group PGE S.A. concluded on May 11, 2009. The maximum amount of the 
programme for the Group is PLN 5 billion. Under the Program for the Group, PGE S.A. may issue coupon or zero 
coupon bonds.  

As at December 31, 2016 the Company did not have any bonds issued under the programme. 

PGE S.A. market bond issue program of up to PLN 5,000 million 

On August 29, 2011 PGE S.A. concluded an agreement for indefinite period with Bank Polska Kasa Opieki S.A. and 
LbD .ŀƴƪ |ƭŊǎƪƛ {Φ!Φ ¢ƘŜ ōƻƴŘ ƛǎǎǳŜ ǇǊƻƎǊŀƳ ǿŀǎ ŜǎǘŀōƭƛǎƘŜŘ ƻƴ ǘƘŜ ƎǊƻǳƴŘ ƻŦ ǘƘŜ ŀōƻǾe agreement ("Program I").  

The maximum indebtedness amount from the bonds issued (representing a maximum aggregate nominal value of 
bonds issued and outstanding) under the program cannot exceed PLN 5,000 million. 

On June 27, 2013 PGE S.A. issued non-public coupon bonds with maturity of 5 years and based on floating interest 
rate. Maturity date falls on June 27, 2018.  On June 29, 2013 bonds in amount of PLN 1,000 million were introduced 
to trading in alternative trading systems managed by BondSpot S.A. and GPW S.A. (Warsaw Stock Exchange).  

As at December 31, 2016 the indebtedness of the Company resulting from the bonds issued under the Program I 
amounted to PLN 1,000 million. 
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PGE Sweden AB market bond issue program of up to EUR 2,000 million  

On May 22, 2лмп tD9 {ǿŜŘŜƴ !. ŜǎǘŀōƭƛǎƘŜŘ ōƻƴŘ ƛǎǎǳŜ ǇǊƻƎǊŀƳ όΨΩtǊƻƎǊŀƳ LLΩΩύΦ ¢ƘŜ agreement was signed for 
indefinite period with BNP Paribas, CITIGROUP Global Markets Ltd., ING Bank N.V., London Branch, Nordea Bank 
5ŀƴƳŀǊƪ !κ{Σ tƻǿǎȊŜŎƘƴŀ Yŀǎŀ hǎȊŎȊťŘƴƻǏŎƛ .ŀƴƪ tƻƭǎki S.A. and Societe Generale. 

The maximum indebtedness amount from the bonds issued (representing a maximum aggregate nominal value of 
bonds issued and outstanding) under the Program II cannot exceed EUR 2,000 million. 

A public issue of 5-year coupon bearer bonds with fixed rate took place on June 9, 2014. Maturity date of bonds with 
a nominal value of EUR 500 million is June 9, 2019. A private placement of 15-year bonds with a nominal value of 
EUR 138 million took place on August 1, 2014. Maturity date of those bonds is August 1, 2029.  

As at December 31, 2016 the indebtedness of the company resulting from the bonds issued under the Program II 
amounted to EUR 638 million. PGE Sweden AB granted loans to PGE S.A. from the proceeds received under the 
financing. 

Diagram: Debt maturity as at December 31, 2016 [in PLN million]. 
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4.12.3. Loans and advances 

Table: Information about loans and advances agreements signed in 2016.  

Company 
(Lender) 

Party of an agreement  Type of financing 
Signing date 

(yyyy-mm-dd) 
Maturity date 
(yyyy-mm-dd) 

Amount  
(million) 

Currency 
Fixed/ floating 

rate 

PGE Sweden AB PGE S.A. Loan 2016-06-23 2017-06-05 4.0 EUR Fixed   

PGE S.A. PGE Trading GmbH Loan 2016-02-10 2019-02-11 2.9 EUR Fixed   

PGE S.A. Bestgum Polska sp. z o.o. Loan 2016-01-13 2021-01-11 2.9 PLN Fixed   

PGE S.A. Bestgum Polska sp. z o.o. Loan 2016-09-09 2021-09-09 2.0 PLN Fixed   
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Table: Information about the bank loans and advances agreements amended in 2016. 

Company  
(Borrower) 

Party of an agreement  Type of financing 
Signing date 

(yyyy-mm-dd) 
Maturity date 
(yyyy-mm-dd) 

Annex signing 
date 

(yyyy-mm-dd) 

Amount  
(million) 

Currency Fixed/ floating rate 

PGE GiEK S.A. bCh|ƛD²  Loan 2014-06-26 2028-12-20 2016-11-15 214.0 PLN Fixed 

PGE GiEK S.A. ²Ch|ƛD² Loan 2013-12-13 2019-12-16 
2016-03-31 

2016-05-13 
2016-05-19 

104.3 PLN Fixed 

PGE GiEK S.A. bCh|ƛD²  Loan 2013-12-13 2024-09-30 2016-12-20 50.0 PLN Floating 

PGE GiEK S.A. bCh|ƛD² Loan 2013-12-13 2024-09-30 
2016-11-23 
2016-12-20 

50.0 PLN Floating 

PGE GiEK S.A. ²Ch|ƛD² Loan 2014-06-30 2021-09-30 2016-02-22 19.8 PLN Floating 

PGE GiEK S.A. ²Ch|ƛD²  Loan 2013-06-20 2020-09-15 2016-08-11 13.7 PLN Floating 

PGE GiEK S.A. ²Ch|ƛD²  Loan 2008-07-30 2017-12-31 2016-09-01 5.0 PLN Fixed 

PGE Trading 
GmbH 

PGE S.A. Loan 2015-10-30 2016-07-29 2016-01-18 0.2 EUR Fixed 

4.12.4. Information about the loans terminated / repaid ahead of schedule / amortised by the PGE Group companies in 2016. 

In 2016 PGE S.A. and the companies from the Capital Group did not terminate, repay ahead of schedule, amortise any loans. 

4.12.5. Loans granted  

In 2016, PGE S.A. and Group companies granted advances as in p. 4.12.3 of this report. 
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4.12.6. Guarantees 

In connection with the establishment of the EMTN Programme, on May 22, 2014 Deed of guarantee was issued by PGE for the liabilities of PGE Sweden AB (publ). 
Guarantee amounts to EUR 2,500 million and refers to liabilities of PGE Sweden AB (publ) arising from the issue of the Eurobonds under the Programme up to EUR 2,000 
million. Guarantee will be valid until December 31, 2041. Financial terms of the guarantee will depend on the terms of Eurobonds issued by PGE Sweden AB (publ) and the 
remuneration for the guarantee will be reflected in the interest rates applied to loans granted to PGE S.A. 

Pursuing the cash management project, on December 22, 2014 PGE S.A. concluded an agreement  for the guarantee line in amount of PLN 250 million with Bank Polska 
Kasa Opieki S.A. Under the agreement PGE S.A. may request issuance of bank guarantees for the liabilities of PGE S.A. and selected companies from the PGE Group.  

Table: Main guarantees granted by the PGE Group companies as at December 31, 2016. 

Company 
Entity entitled to guarantee  

(Beneficiary) 

Entity whose liabilities are 
subject to guarantee  

(Debtor) 
Form of security 

Validity of guarantee 
yyyy-mm-dd 

Value of 
guarantee 
(million) 

Currency 

Beginning  End 

PGE S.A.  Bondholders PGE Sweden AB 

Guarantee of financial instrument; Guarantee 
issued for liabilities of PGE Sweden AB resulting 
from issue of Eurobonds under the Program of 
up to EUR 2,000 million 

2014-05-22 2041-12-31 2,500.0    EUR 

PGE S.A.  Bank Polska Kasa Opieki  S.A. PGE GiEK S.A. 

Guarantee of Bank Guarantee issued in order to 
secure payments under the contract for 
construction of power units no. 5 and 6 in Opole 
power plant. 

2014-01-29 2020-03-31 473.8    PLN 

PGE S.A.  
tƻǿǎȊŜŎƘƴŀ Yŀǎŀ hǎȊŎȊťŘƴƻǏŎƛ 
Bank Polski  S.A. 

PGE GiEK S.A. 

Guarantee of Bank Guarantee issued in order to 
secure payments under the contract for 
construction of power units no. 5 and 6 in Opole 
power plant. 

2014-01-29 2020-03-31 78.9    PLN 

PGE S.A.  BNP Paribas Bank Polska S.A. PGE GiEK S.A. 

Guarantee of Bank Guarantee issued in order to 
secure payments under the contract for 
construction of power units no. 5 and 6 in Opole 
power plant. 

2014-01-29 2020-03-31 78.9   PLN 

The total amount of guarantees granted by the companies of the PGE Capital Group and mandatory on December 31, 2016 amounted to more than EUR 2,500 million and 
more than PLN 700 million. 
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Table: Main guarantees in PLN received by the PGE Group companies and valid as at December 31, 2016. 

Company Guarantee issuer 
Entity for whose liabilities a 

guarantee was issued  
(Debtor) 

Form of security 
Validity of guarantee 

yyyy-mm-dd 

Value of 
guarantee 
(million) 

Currency 

PGE GiEK S.A.  Societe Generale S.A.  ALSTOM Power sp. z o.o. 
Performance bond related to construction 
of power units no. 5 and 6 in Opole power 
plant 

2014-01-29 2018-08-30 317.2 PLN 

PGE GiEK S.A.  Mizuho Bank Ltd 
Mitsubishi Hitachi Power 
Systems Europe GmbH 

Performance bond related to construction 
of new power unit in ¢ǳǊƽǿ power plant 

2014-07-10 2020-06-30 238.4 PLN 

PGE GiEK S.A.  
Bank of Tokyo-Mitsubishi UFJ 
Ltd 

Mitsubishi Hitachi Power 
Systems Europe GmbH 

Advance payments guarantee for 
construction of power unit in ¢ǳǊƽǿ power 
plant 

2015-01-09 2021-06-01 234.5 PLN 

PGE GiEK S.A.  PKO BP S.A. Polimex Projekt Opole sp. z o.o. 
Performance bond related to construction 
of power units no. 5 and 6 in Opole power 
plant 

2014-01-29 2018-08-30 199.2 PLN 

PGE GiEK S.A. 
Millennium Insurance 
Company Ltd 

Mostostal Power  
Development sp. z o.o. 

Performance bond related to construction 
of power units no. 5 and 6 in Opole power 
plant 

2014-01-29 2018-08-30 192.6 PLN 

PGE GiEK S.A.  Societe Generale S.A. ALSTOM Power sp. z o.o. 
Performance bond related to construction 
of power units no. 5 and 6 in Opole power 
plant 

2015-10-29 2018-08-30 187.0 PLN 

PGE GiEK S.A.  Lloyds Bank Plc ALSTOM Power sp. z o.o. 
Guarantee for return of unsettled advance 
related to construction of power units no. 5 
and 6 in Opole power plant 

2014-01-29 2019-05-15 187.0 PLN 

 

 

The total amount of guarantees received by the companies of the PGE Capital Group and mandatory on December 31, 2016 amounted to more than PLN 2,800 million and 
more than EUR 7 million. Guarantees were received in connection with investments being pursued and day-to-day operations and include mainly: advance payments 
guarantees and performance bonds. 
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4.12.7. Significant off-balance sheet items 

Significant off-balance sheet items are described in note 28 to the consolidated financial statements. 

4.12.8. Evaluation of investment capacities 

On-going and future investments are and will be financed from funds generated by the core activity of the PGE 
Group, funds obtained from the issue of bonds, both on domestic and international markets, and from other types of 
external financing, e.g. bank loans. Financial results achieved by the PGE Group and available credit limits secure 
sufficient resources to achieve its mid-term investment goals, including capital investments. Scale of development of 
ǘƘŜ ƎǊƻǳǇΩǎ ŜŦŦƛŎƛŜƴŎȅΣ ǇŀǊǘƛŎǳƭŀǊƭȅ ƭƻǿŜǊƛƴƎ ǘƘŜ ƻǇŜǊŀǘƛƴƎ ŜȄǇŜƴǎŜǎΣ ǿƛƭƭ ōŜ ǎƛƎƴƛŦƛŎŀƴǘ ŦƻǊ ǘƘŜ ŀōƛƭƛǘȅ ǘƻ ŦƛƴŀƴŎŜ ǘƘŜ 
investment program in the long term. 

4.13. tǊƻǎǇŜŎǘǎ ŦƻǊ ǘƘŜ /ŀǇƛǘŀƭ DǊƻǳǇΩǎ ŘŜǾŜƭƻǇƳŜƴǘ  

4.13.1. EBITDA outlook for 2017  

Outlook  2017 vs. 2016 Main factors 

Conventional 
Generation 

Decline 

Á Average wholesale realised price at PLN 163-165/MWh. 
Á Trading model update.  
Á Termination of LTC settlements. No revenues in 2017. 
Á Volume of lignite-fired generation normalized after completion of overhauls 

in .ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ. 
Á Hard coal prices in 2017 flat resulting from price paths in agreements and contracted 

volumes. 
Á Allocation of free CO2 allowances at the level of 15 m tonnes vs approx. 20 m tonnes 

in 2016 implies decreased total costs due to lower prices of allowance. 
Á Efficiency programs to be continued. 

Renewables Decline 
Á Lack of planned changes in installed capacities implies comparable generation 

volume, dependant of weather conditions. 
Á Increased property tax. 

Supply*  Growth Á Market stabilisation to positively impact the result. 
Á Volatility of green certificates prices increases risk but temporarily improves margins. 

Distribution Stable 
Á Regulatory Assets Base (RAB) at approx. PLN 15.6 billion in tariff for 2017. 
Á WACC for 2017 set at 5.63% (pre-tax).  
Á Efficiency programs to be continued. 

* Outlook for development of Supply segment relates to growth perspective for the parent company - PGE S.A., which operates within Supply segment of PGE 
Group. 

4.13.2. Prospects for growth of achievable capacities in years 2017-2020 [MW gross] 
 

 

* including 10,725 MW gross achievable capacities in conventional units  
** including 12,021 MW gross achievable capacities in conventional units 
 

Explanation: 

ELB ς .ŜƱŎƘŀǘƽǿ power plant ECG ς DƻǊȊƽǿ CHP  MEW ς Small hydro power plant 

ELO ς Opole power plant ECR ς wȊŜǎȊƽǿ CHP 

ELT ς ¢ǳǊƽǿ power plant EDO ς Dolna Odra power plant  

12,857* 14,148**  

152 553 534 51 

2016 2017 2018 2019 2020 Total

+ ELB2 12 MW 
+ ECG 140 MW 
+ MEW 0.1 MW 

+ ELT11 490 MW 

+ ELT3 15 MW 
-  EDO1 222 MW 
-  EDO2 232 MW 

+ ELO5 900 MW 
+ ELT2 15 MW 
-  ELB1 370 MW 
+ ECR 8 MW 

+ ELO6 900 MW 
+ ELT1 15 MW 
+ MEW 0.7 MW 

-  ELB2 370 MW 
-  ECG 11 MW 
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5. Electricity market in 2016 and regulatory and business environment 

5.1. Macroeconomic environment 

tD9 DǊƻǳǇΩǎ Ƴŀƛƴ operating area is Poland, and the domestic macroeconomic backdrop has a substantial impact on 
DǊƻǳǇΩǎ ǊŜǎǳƭǘǎΦ !ǘ ǘƘŜ ǎŀƳŜ ǘƛƳŜΣ ǘƘŜ ŎƻƴŘƛǘƛƻƴ ƻŦ tƻƭŀƴŘΩǎ ŜŎƻƴƻƳȅ ǊŜƳŀƛƴǎ ƭŀǊƎŜƭȅ ǘƛŜŘ ǘƻ ǘƘŜ ǎƛǘǳŀǘƛƻƴ ŀŎǊƻǎǎ ǘƘŜ 
European Union and in global markets. The GrƻǳǇΩǎ ŦƛƴŀƴŎƛŀƭ ǊŜǎǳƭǘǎ ŀǊŜ ŀŦŦŜŎǘŜŘ ōȅ ōƻǘƘ ǘƘŜ ǎƛǘǳŀǘƛƻƴ ƛƴ ǎǇŜŎƛŦƛŎ 
ǎŜƎƳŜƴǘǎ ƻŦ ǘƘŜ ŜŎƻƴƻƳȅ ŀƴŘ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ƳŀǊƪŜǘǎΣ ǿƘƛŎƘ ŀŦŦŜŎǘ ǘƘŜ ǘŜǊƳǎ ƻŦ tD9 DǊƻǳǇΩǎ ŘŜōǘ ŦƛƴŀƴŎƛƴƎ. 

As a rule of thumb, there is a historical correlation between rising electricity demand and economic growth in 
Poland. Historical data over the long term shows that this link is weakened because of the economy becoming less 
energy-ƛƴǘŜƴǎƛǾŜΦ Lƴ ǘƘŜ Ǉŀǎǘ ǘŜƴ ȅŜŀǊǎΣ tƻƭŀƴŘΩǎ ƎǊƻǎǎ ŘƻƳŜǎǘƛŎ ǇǊƻŘǳŎǘ ƎǊŜǿ ōȅ ŀōƻǳǘ ŦƻǳǊ ǘƛƳŜǎ ŦŀǎǘŜǊ ǘƘŀƴ ƎǊoss 
ŜƭŜŎǘǊƛŎƛǘȅ ŘŜƳŀƴŘΦ /ƻƴǎƛŘŜǊƛƴƎ tD9 DǊƻǳǇΩǎ Ǉƻǎƛǘƛƻƴ ƻƴ ǘƘŜ tƻƭƛǎƘ ǇƻǿŜǊ ƎŜƴŜǊŀǘƛƻƴ ƳŀǊƪŜǘΣ ŀǎ ǿŜƭƭ ŀǎ ƛǘǎ 
substantial share in the electricity sales and distribution market, changes in power and heat demand may have a 
ǎƛƎƴƛŦƛŎŀƴǘ ƛƳǇŀŎǘ ƻƴ ǘƘŜ DǊƻǳǇΩǎ results. 

In 2016, gross electricity consumption went up 2.0% compared to 2015. The increase was higher than in the previous 
year, when consumption went up 1.7% from 2014.  

Economic trends in 2016 largely remained positive although the pace of GDP growth remains lower than expected at the 
beginning of the year. According to the GDP Initial Estimate, GDP growth in 2016 amounted to 2.8%. 

Diagram: Seasonally adjusted GDP change vs. change in gross electricity consumption. 

 

 

Source: Central Statistical Office of Poland, PSE S.A. 

Economic growth and rising electricity consumption were accompanied by moderately optimistic condition of Polish 
ƛƴŘǳǎǘǊȅΣ ǿƘƛŎƘ ƛǎ ǊŜǎǇƻƴǎƛōƭŜ ŦƻǊ ŀǇǇǊƻȄΦ пр҈ ƻŦ ŘƻƳŜǎǘƛŎ ŜƭŜŎǘǊƛŎƛǘȅ ŎƻƴǎǳƳǇǘƛƻƴΦ ¢ƘŜ tǳǊŎƘŀǎƛƴƎ aŀƴŀƎŜǊǎΩ LƴŘŜȄ 
(PMI) for industry reached 52.2 points in 2015, and 51.9 points in 2016. This is above the 50-point threshold, which 
ƳŜŀƴǎ ǘƘŜ ǊŜǎǇƻƴŘŜƴǘǎ ŜȄǇŜŎǘ ǘƘŜ ǎŜŎǘƻǊΩǎ ǎƛǘǳŀǘƛƻƴ ǘƻ ƛƳǇǊƻǾŜΦ ¢ƘŜ ǇƻǎƛǘƛǾŜ ǊŜǎǳƭǘ ǎǘŜƳǎ Ƴŀƛƴƭȅ ŦǊƻƳ ƎǊƻǿƛƴƎ 
production, employment and consumption. The results of the Polish industrial sector should be further strengthened 
by the Eurozone, whose PMI for 2015 reached an average level of 52.2 points, and 52.5 points in 2016.   
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Diagram: Manufacturing PMI in Poland and Eurozone (in points). 

   

Source: Markit Economics 

CǊƻƳ tD9 DǊƻǳǇΩǎ ǇŜǊǎǇŜŎǘƛǾŜΣ ŀƴƻǘƘŜǊ ǇƻǎƛǘƛǾŜ ŘŜǾŜƭƻǇƳŜƴǘ ƛǎ ǘƘŜ ǎǘǊƻƴƎŜǊ ƎǊƻǿǘƘ ƛƴ ƻǾŜǊŀƭƭ ƛƴŘǳǎǘǊƛŀƭ ǇǊƻŘǳŎǘƛƻƴΦ 
In 2016, it went up moderately by 1.5% y-o-y, compared to 6.0% in the previous year. The change resulted from 
decline in industrial production dynamics (2.3% y-o-y in 2016 versus 6.8% in 2015). Production in the whole energy 
sector decreased again (-2.5% y-o-y in 2016 vs -0.3% in 2015). The value of industrial manufacturing depends on 
volumes of goods produced and prices. PPI in 2016 amounted to -0.2% in  relation to the preceding year. CPI reading 
amounted to 0.8% y-o-y at the end of December. 

Table: Key economic indicators for Poland. 

Key economic indicators 
(% change y-o-y) 

2016  2015 

GDP
1
 2.8 3.9 

CPI
2
 0.8 -0.5 

PPI
3
 -0.2 -2.2 

Sold industrial production
3
 1.5 6.0 

Sold production ς manufacturing
3
 2.3 6.8 

Sold production ς energy
3
 -2.5 -0.3 

Dynamics of domestic electricity consumption
4
 2.0 1.7 

Gross domestic electricity consumption (TWh)
4 164.6 161.4 

EUR/PLN
5 4.36 4.18 

Source: 1 Central Statistical Office of Poland,  2 National Bank of Poland,  3 Central Statistical Office of Poland, 4 PSE S.A., 5 National Bank of Poland 

5.2. Market environment  

The electricity sector in Poland comprises four operating segments: 

Á generation of electricity; 
Á transmission, for which the transmission system operator ς tƻƭǎƪƛŜ {ƛŜŎƛ 9ƭŜƪǘǊƻŜƴŜǊƎŜǘȅŎȊƴŜ {Φ!Φ όάt{9 {Φ!Φέύ ƛǎ 

responsible; 
Á distribution; 
Á retail sales. 

District heating sector may be also distinguished, within which PGE is active in heat generation. 

The key participants of the electricity market in Poland are four nationwide, vertically integrated energy groups: PGE 
Group, capital group of ¢!¦whb tƻƭǎƪŀ 9ƴŜǊƎƛŀ {Φ!Φ όά¢!¦whbέύΣ capital group of 9b9! {Φ!Φ όά9b9!έύ ŀƴŘ capital 
group of 9b9wD! {Φ!Φ όά9b9wD!έύ.  

The generation segment includes the four major producers and, though on a smaller scale involved in other energy 
ŀŎǘƛǾƛǘƛŜǎΣ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ŜƴǘƛǘƛŜǎΥ ½ŜǎǇƽƱ 9ƭŜƪǘǊƻǿƴƛ tŊǘƴƽǿ !ŘŀƳƽǿ Yƻƴƛƴ {Φ!Φ όά½9 t!Yέύ ŀƴŘ ǘƘŜ CǊŜƴŎƘ ŎƻƳǇŀƴies 
EDF and ENGIE, through their Polish units EDF Polska S.A. and ENGIE Energia Polska S.A. (formerly GdF SUEZ Polska 
S.A.). PGE Group, which produces about 54 TWh of electricity, or 37% of national production, is the undisputed 
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market leader. The group produces more energy than the next four competitors combined, whilst having the largest 
maximum capacities, both conventional and renewable. ZE PAK is another entity aside from PGE Group that bases its 
electricity production on lignite. Fuels used by the other major competitors are dominated by hard coal, which 
continues to be the main energy source in Poland ς nearly half of the electricity produced in the country is sourced 
from it ς ŀƴŘ ƛǎ ǘƘŜ ƪŜȅ ŜƴŜǊƎȅ ǎƻǳǊŎŜ ŦƻǊ tD9 DǊƻǳǇΩǎ ŎƻƳǇŜǘƛǘƻǊǎ ό¢!¦whbΣ 95CΣ 9b9A, ENGIE, ENERGA). One-third 
of electricity production in Poland is lignite-based. The use of other fuels is of relatively low significance from the 
viewpoint of the national power system. 

Chart: Share of largest Polish electricity generators in installed capacity and net generation in 2015. 

  

{ƻǳǊŎŜΥ ƻǿƴ ǿƻǊƪ ōŀǎŜŘ ƻƴ ƛƴŦƻǊƳŀǘƛƻƴ ǇǳōƭƛǎƘŜŘ ōȅ ǘƘŜ ŎƻƳǇŀƴƛŜǎ ŀƴŘ !ƎŜƴŎƧŀ wȅƴƪǳ 9ƴŜǊƎƛƛ {Φ!Φ όα!w9έύ 

The heat production market in Poland is highly dispersed, with the five leading producers accounting for less than 40% of 
production countrywide and each one of them having a production potential of less than 10% of heating capacities installed 
in the national system. At the same time, the market is of a local nature and bears the traits of a natural monopoly, with 
heating prices being set in an administrative procedure ς tariffs approved by the President of the Energy Regulatory Office. 
The dominant producers focus their production activities in different urban areas therefore sector competition is limited. 
PGE remains one of the leaders of the heating market, with production exceeding 18 PJ, making it the leader amongst Polish 
power groups. The key producers of heating are PGNiG Termika S.A. (focused on production mainly in the Warsaw 
ŀƎƎƭƻƳŜǊŀǘƛƻƴύΣ 95C ό²ǊƻŎƱŀǿ ŀƎƎƭƻƳŜǊŀǘƛƻƴΣ ¢Ǌƛ-/ƛǘȅ ŀǊŜŀΣ YǊŀƪƽǿΣ ¢ƻǊǳƵΣ ½ƛŜƭƻƴŀ DƽǊŀύ ŀƴŘ ±Ŝƻƭƛŀ DǊƻǳǇ όtƻȊƴŀƵ 
ŀƎƎƭƻƳŜǊŀǘƛƻƴΣ _ƽŘȋύΦ !ǘ tD9 DǊƻǳǇΣ ƘŜŀǘƛƴƎ ƛǎ ǇǊƻŘǳŎŜŘ ƛƴ ŎƻƎeneration, making PGE one of the entities with the highest 
installed heating capacities in industrial-scale cogeneration plants 

Energy production from renewable sources is much more dispersed than the conventional generation market. Energy from 
biomass is produced at both dedicated installations and in a co-firing process with other energy sources across the country. 
PGE Group develops dynamically and gets more and more importance. Having delivered four new wind projects in 2015, 
PGE Group became an entity with the largest installed wind capacity ς 529 MW (through PGE Energia Odnawialna S.A. ς 
άtD9 9h {Φ!ΦέύΦ tD9 DǊƻǳǇ Ƙŀǎ ŀǇǇǊƻȄƛƳŀǘŜƭȅ 9% share of total wind capacity in Poland, which reached 5.7 GW in 2016. 
Other notable wind farm operators include: EDP RenƻǾłǾŜƛǎ tƻƭǎƪŀ ǎǇΦ Ȋ ƻΦƻΦΣ innogy Renewables Polska sp. z o.o., Vortex 
Energy Polska sp. z o.o., Polenergia S.A., TAURON Ekoenergia sp. z o.o., ENERGA Wytwarzanie S.A. and E.ON Energie 
Odnawialne sp. z o.o. The competition between existing wind installations is related, in view of existing until the end of 2017 
(for large producers) obligation to purchase energy form RES, to participation in green certificates scheme. They are subject 
of free market trade, however, due to significant oversupply this are administrative decisions with regard to the level of 
obligation to redeem that essentially influence the prices. The competition  within new support scheme for RES takes place 
in auctions via lower offered  amount of support.  

In the distribution aǊŜŀΣ ǘƘŜ ŎƻǳƴǘǊȅ ƛǎ ŘƛǾƛŘŜŘ ƛƴǘƻ ǊŜƎƛƻƴǎΣ ǿƛǘƘ ŦƛǾŜ ƭŀǊƎŜ ŘƛǎǘǊƛōǳǘƛƻƴ ǎȅǎǘŜƳ ƻǇŜǊŀǘƻǊǎ όάh{5έύ ƻƴ ǘƘŜ 
market, who are required to carve out distribution activities from their other business. Aside from the above-mentioned 
energy groups, another significant entity is innogy Stoen Operator sp. z o.o. (formerly RWE Stoen Operator sp. z o.o.), an 
RWE Group company responsible for electricity distribution in Warsaw. A historical division of the distribution areas has 
substantial impact on the operating conditions of the business, and this specific situation is reflected in the distribution 
tariffs approved by the URE president. PGE Group operates in an area that is less urbanised and industrialised, meaning that 
it has 5.3 million clients throughout an area of 122 ths km

2
. For comparison, TAURON has a similar number of clients in an 

area nearly twice smaller and distributes a larger amount of energy.  
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Chart: Number of off-takers of energy distributed in 2015 (million) 

 

Source: own work based on information published by ARE 

Chart: Areas of operation of Polish distribution system operators. 

 

 

Source: own work based on information published by the companies and ARE 

Chart: Share of particular energy groups in sales of electricity and volume of energy distributed to final off-takers in year 
2015. 

  

 

 

 

 

Source: own work based on information published by the companies and ARE 

In the retail segment, which covers sales to end customers ς individual, small and medium enterprises as well as large 
industrial customers ς most of the sales are conducted by the four largest energy groups and innogy Polska S.A. (formerly 
RWE Polska S.A.), i.e. groups considered as incumbent sellers of electricity ς historically operating in areas coinciding with 
distribution area and the default sellers for clients who have not decided to switch electricity suppliers. PGE Group and 
TAURON remain the leaders, having approximately 60% of the market. Both PGE and TAURON sell electricity to over five 
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million clients. Despite a growing number of competitors in the segment, including companies for which electricity is not a 
core product, companies from outside the four largest Polish groups continue to control little market share. The leaders 
control close to 90% of the market, while other significant players are: innogy, based on sales connected with serving as 
distributor for the Warsaw area, and EDF, which focuses on sales to businesses 

Energy group profiles 

The electricity sector is divided into segments, what is reflected in the operating segments of the respective energy groups. 
In contrast to the other energy groups in Poland, whose dominant EBITDA driver is the electricity distribution segment, PGE 
Group derives much of its operating profit from the generation ǎŜƎƳŜƴǘΣ ŜǾŜƴ ǘƘƻǳƎƘ ǘƘŜ ƎǊƻǳǇ ƛǎ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ǎŜŎƻƴd-
largest electricity distributor by volume. This allows to optimally deploy its competences and capitalise on opportunities 
arising in the generation area (both conventional and renewable) as well as in wholesale energy trade, whilst generating 
high and stable EBITDA on regulated activities. A key feature of all the groups is a relatively small contribution of retail sales 
to operating profit, which is a result of low sales margins, driven by strong competition in the segment.  

Chart: Profiles of Polish energy group (size of the chart is proportionate to share in 2015 EBITDA of respective business 
segments and the amount of total EBITDA) 

 

 

* Generation ς conventional generation, generation from renewables and heat generation 

Source: own work based on information published by the companies 
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5.3. Regulatory environment 

Regulatory environment  

Domestic 

 

 ǇƻǎǎƛōƭŜ ŎƘŀƴƎŜǎ ǘƻ ǘƘŜ tƻƭŀƴŘΩǎ ŜƴŜǊƎȅ ǇƻƭƛŎȅ ŀǎ ŀ ǊŜǎǳƭǘ ƻŦ ƴŜǿ 9ƴŜǊƎȅ tƻƭƛŎȅ ƻŦ tƻƭŀƴŘ ǳƴǘƛƭ 
2050 as well as general directional guidelines indicated in the Strategy Of Responsible 
Development 

 

 

 changes in scope of services like:  

 

 

Á modification of current Operational Reserve mechanism 

 

 

Á implementation of cold reserve mechanism  

 

 

Á implementation of further packages for demand reduction services  

 

 

 implementation of capacity market 

 

 

 further amendments to the Law on Renewable Energy Sources, defining support scheme for 
energy generation in renewables 

 obligation to redeem RES certificates in next years 

 parameters and auction schedule for RES installations and level of reference prices 

  act on investments with regard to wind power plants ς inability to build new power plants at 
a distance less than 10 times the height of the turbine 
 change of the rules of obtaining energy efficiency certificates and the publication of the list of 
projects for energy efficiency improvement 

 

 

 results of explanatory proceedings before the ERO President and court disputes in cases of 
issue of certificates of origin of energy produced from biomass for some of the branches of 
PGE GiEK S.A. 

 

 

 matter of implementation of quality tariff in distribution, that will make regulated income 
dependant on SAIDI and SAIFI ratios and connection time, among others 

 

 

 possible different decision in law disputes, from which most relevant were presented in note 
21.4 to the consolidated financial statements 

 draft Water Law Act introducing fees for water services, including the use of water for energy 
purposes 
 A draft act on a change of the act on waste, introducing a change in the way in which 
hazardous waste properties are specified 

International 

  

 regulations of climate and energy package determining reduction targets for years 2021-
2030 ς legal implementation of energy union concept based on framework targets set by the 
European Council in 2014, that in scope of the reduction of greenhouse gases emission also 
constitute a performance of obligations resulting from so called Paris agreement, particularly: 
at least 40% CO2 emission reduction targets, 27% RES share target in total energy 
consumption and ς in accordance with the request of the European Commission - 30% 
efficiency improvement target, including inter alia:  
Á legislative proposal with regard to revision of the EU Emission Trading System (EU 

ETS) Directive ς formula for compensation mechanisms ς Modernisation Fund and 
free allocation of CO2 emission allowances; 
Á legislative proposal with regard to revision of the Renewable Energy (REDII) 

Directive, including setting out the means by which Poland is to contribute to the 
27% share of renewable energy in the energy mix at EU level by 2030. The draft 
includes, inter alia, a proposal for legislation that significantly restricts the use and 
further support of biomass; 
Á legislative proposal regarding the power ordinance and a legislative proposal 

regarding the power directive, the aim of which is the creation of a new structure 
for a single energy market, including through the introduction of numerous pro-
consumer solutions and increasing market flexibility and intervention into the 
capacity mechanism structures (specifically, the proposal to introduce a CO2 
emission standard at a level of 550 g/kWh); 
Á legislative proposal regarding legislation on energy union governance, which is to 

create a system for managing the implementation of energy union objectives that 
is based on cooperation with other member states and on arrangements made by 
the European Commission. As regards achieving the renewable energy objective, 
the draft includes the creation of a financial platform funded by contributions 



aŀƴŀƎŜƳŜƴǘ .ƻŀǊŘΩǎ ǊŜǇƻǊǘ ƻƴ ŀŎǘƛǾƛǘƛŜǎ ƻŦ tD9 tƻƭǎƪŀ DǊǳǇŀ 9ƴŜǊƎŜǘȅŎȊƴŀ {Φ!Φ 
and PGE Capital Group of for the year 2016 

 

 

89 of 151 

 

from member states; 
Á legislative proposal with regard to revision of the Energy Efficiency Directive (EED), 

including setting out the means by which Poland is to contribute to the 27% 
improvement in energy efficiency at EU level by 2030. 

 regulations connected with the reduction of emissions of pollutants implemented within 
the framework of environmental policy, including: 
Á process of revising the Best Available Techniques (BAT) ς uncertainty regarding the 

final date for publication of the BAT conclusions and, therefore, the date for 
adapting production assets to the new requirements. This date probably will fall not 
later than in the second half of 2021. A preferred date for adapting to the 
requirements stemming from the BAT conclusions is 2024, what means  the 
extensive use of temporary derogations based on Article 15 section 4 of the Industrial 
Emissions Directive όάL95έύ. 

5.3.1. Electricity prices 

Domestic market - Prices 

Day-ahead market 

The average price in the fourth quarter of 2016 on the day-ŀƘŜŀŘ ƳŀǊƪŜǘ όάLw5b ƛƴŘŜȄέύ ǿŀǎ t[b мслκa²ƘΣ ŎƻƳǇŀǊŜŘ ǘƻ 
PLN 154/MWh in the previous year ς increase by 4%. The growth in electricity prices was driven by regional factors. A 
drought resulted in electricity production declines at Swedish hydro plants

1
, impacting the price equilibrium in the 

entire region. Energy prices in Western Europe also rose as a result of commodity market strength. In addition, 
problems at French nuclear plants led to France significantly increasing electricity imports from neighbouring 
countries, which led to a domino effect at cross-border connections and had an impact on prices in other states. 
Compared to neighbouring countries, the Polish day-ahead market showed moderate price growth. The reversal of 
commercial exchange balance was also offset by domestic factors: 
Á lower capacity shutdowns in National Power System resulting from lower overhaul load, 

Á lower hard coal prices in Poland measured by PSCMI1 index (consequence of forward contracts concluded in 
previous years), 

Á higher generation in wind farms (in the fourth quarter of 2016 generation in wind farms amounted to 4.1 TWh 
and was by 19% higher y-o-y).  

An additional factor with significant impact on energy prices, common to Poland and the region, was lower prices of 
CO2 emission allowances on a year-on-year basis. 

In 2016, the average day-ahead price was PLN 161/MWh, which is 3% more than in the preceding year (PLN 
156/MWh). Higher overhaul load in the second quarter, resulting in increased generation in units with a higher variable 
costs, mainly attributed to the increase of yearly average electricity price. 

Chart: Monthly prices and price volatility at the day ahead market in 2015ς2016 (TGE) *. 

 

* average monthly price of IRDN index calculated on the base of hourly quotations, weighted by the trading volume.  

                                                                 

1
In October, production volumes at Swedish hydro plants was 33% lower y/y (source: Bloomberg) ς this value is strictly 
ŎƻǊǊŜƭŀǘŜŘ ǿƛǘƘ {ǿŜŘŜƴΩǎ ŜȄǇƻǊǘ ōŀƭŀƴŎŜΦ   
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Forward market 

In the fourth quarter of 2016, the average price of annual contracts BASE Y-17 was PLN 160/MWh, in analogical  period of 
the previous year BASE_Y-16 was priced at PLN 163/MWh on average (decline by 2% y-o-y). Average peak contract price 
(PEAK_Y-17) amounted to PLN 209/MWh in the fourth quarter of 2016, in analogical  period of the previous year PEAK_Y-16 
was priced at PLN 211/MWh on average (decline by 1% y-o-y).  

During whole year 2016, the average price of annual contracts BASE Y-17 was PLN 159/MWh, by 3% lower than in 2015, 
when analogical BASE_Y-16 contract  was priced at PLN 164/MWh on average. Average peak contract price (PEAK5_Y-17) 
amounted to PLN 210/MWh in 2016, while in 2015 analogical PEAK5_Y-16 contracts were prices at PLN 212/MWh (decline 
by 1%). 

Chart: Monthly prices and price volatility on the forward market in 2015-2016 (TGE)*. 

 

*monthly average index level for forward contracts for the next year (Y+1), baseload and peak, calculation based on hourly quotations, weighted by the trading 
volume. 

International market 

Wholesale market 

In the fourth quarter of 2016, spot prices on the domestic and neighbouring markets increased, however the growth 
dynamic in Poland was modest (+4% y-o-y) compared to the price hikes in Sweden (+63% y-o-y), Germany (+16% y/y) and 
the Czech Republic (+22% y-o-y). The price growth was driven by adverse hydrological conditions in Sweden, problems at 
CǊŜƴŎƘ Ǉƭŀƴǘǎ ŀƴŘ ŎƻƳƳƻŘƛǘȅ ƳŀǊƪŜǘ ǘǊŜƴŘǎΦ !ǎ ŀ ǊŜǎǳƭǘΣ ǘƘŜ tƻƭƛǎƘ ƳŀǊƪŜǘΩǎ ŎƻƳǇŜǘƛǘƛǾŜ Ǉƻǎƛǘƛƻƴ ƛƳǇroved significantly, 
which had an impact on the cross-border exchange balance. Average prices in Poland and Sweden were at a comparable 
level ς PLN 162/MWh and PLN 163/MWh, respectively, resulting in a decline in imports from the north. Electricity in Poland 
was cheaper than in Germany (PLN 165/MWh) and the Czech Republic (PLN 179/MWh), which made it possible to export to 
the south and west. The competitiveness of Polish exports was further strengthened by a weakening zloty (average EUR 
exchange rate in the fourth quarter of 2016 was 3% higher than in the same period last year). 

In annual terms, wholesale energy prices on the sport market in 2016 in Poland remained some of the highest in the region, 
with Denmark and Germany having the cheapest energy. 
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Chart: Comparison of average prices on Polish market and on selected European markets in 2016 (prices in PLN/MWh, 
average exchange rate EUR/PLN 4.36). 

 

Source: TGE, EEX, EPEX, Nordpool, OTE a.s., PXE 

 
Chart: Monthly imports, exports and cross-border exchange balance in 2015-2016 (in GWh). 

 

Source: own work based on PSE data. 

The balance of international exchange in the fourth quarter of 2016 amounted to 0.38 TWh (export 1.20 TWh, import 0.82 
TWh). Poland was a net exporter of electricity ς such situation has taken place for the first time in three years (last time in 
the fourth quarter of 2013).  The main export directions were: Czech Republic (balance 0.39 TWh) and Germany (balance 
0.30 TWh). Sweden continues to be the main source of net imports, however the trading exchange balance with that 
country (0.23 TWh) decreased three times y-o-y (in November alone export from Poland to Sweden was higher than 
import). Ukraine remained an important import source ς import in the fourth quarter of 2016 amounted to 0.21 TWh. 
From the perspective of whole year 2016, Poland was the importer of electricity and the balance of international exchange 
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amounted to 3.18 TWh. The fourth quarter attributed to the improvement of the trade, but it was not enough for its 
balancing.  Throughout the year, export was three times higher than import (ƛǘǎΩ ǿƻǊǘƘ ƳŜƴǘƛƻƴƛƴƎ ǘƘŀǘ ŀŦǘŜǊ ф ƳƻƴǘƘǎ ƻŦ 
2016 export was nine times higher than import).  

Diagram: Geographical structure of commercial exchange in 2016 (GWh).  

 

Source: own work based on PSE data. 

Retail market 

The diversity of electricity prices for retail customers in the European Union depends not only on the level of the wholesale 

prices of electricity. The fiscal system, regulation mechanisms and support schemes in particular countries all have significant 

impact on the final price of electricity. In Poland in the first half of 20162, an additional burden for individual customers 

accounted for 22% of the electricity price, compared to the EU average of 29%. In Denmark and Germany the proportion of 

additional charges in the price of electricity exceeded 50%. 

Diagram: Comparison of average electricity prices for individual customers in selected EU countries in the first half of 

2016 (prices in PLN/MWh). Prices include the costs of electricity distribution. 

                                                                 

2
 Eurostat data are published every six months. 
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Source: own work based on Energy prices in the EU. Eurostat, the statistical office of the European Union. EUR/PLN 4.37 

Diagram: The share of additional charges in electricity prices for the individual customers in selected EU countries in the first 
half of 2016 (prices in PLN/MWh, calculated with average exchange rate EUR/PLN 4.36). 

 

 

Source: own work based on Energy prices in the EU. Eurostat, the statistical office of the European Union. EUR/PLN 4.37 

5.3.2. Prices of certificates 

Among the certificates, green certificates from renewable energy sources (OZEX_A) and yellow cogeneration certificates 
όtaDaύ ŀǊŜ ƻŦ ƪŜȅ ǎƛƎƴƛŦƛŎŀƴŎŜ ǘƻ tD9 DǊƻǳǇΩǎ ŦƛƴŀƴŎƛŀƭ ǊŜǎǳƭǘǎΦ Lƴ ǘƘŜ ŦƻǳǊǘƘ ǉǳŀǊǘŜǊ ƻŦ нлмсΣ ǘƘŜ ŀǾŜǊŀƎŜ ǇǊƛŎŜ of green 
certificates reached PLN 40/MWh and was 66% lower y-o-y. The main reason of price pressure is oversupply of green 
certificates produced in previous years combined with the growing energy production from renewable sources. The 
obligation to redeem green certificates in the first half of 2016 was at level of 15%. In the second half of 2016, with the entry 
into force of RES Law, an obligation to redeem biogas certificates PMOZE-BIO was separated at level 0.65%, while obligation 
to redeem PMOZE certificates was set at 14.35%. Average price of PMOZE-BIO in the fourth quarter of 2016 amounted to 
PLN 296/MWh. For green certificates PMOZE and PMOZE-BIO one substitute fee is applied at PLN 300.03/MWh. The 
average (blended) price of yellow certificates in the fourth quarter of 2016 reached PLN 122/MWh and was by 4% higher 
compared to the average price in the fourth quarter of 2015. The growth resulted from regulatory changes (obligation of 
redemption

3
 was raised from 4.9 % to 6%, while substitute fee increased from PLN 121.63/MWh to PLN 125.00/MWh). 

 

                                                                 

3
 Obligation of redemption  concerns energy sales to final customer. The seller is obliged to redeem the certain amount of colour certificates indicated by the 

regulator (in relations to the volume of energy sold). 
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Chart: Average quarterly prices of certificates. 

  

άkw.έ Ґ quarter 

Source: Own work based on TGE quotations. The yellow certificates prices presented on the chart are weighted average blended price  ς for products  

PMGM-14, PMGM-15 and PMGM-16.   

5.3.3. Prices of CO2 emission rights 

Two types of emission rights are available on the market ς European Union Allowances (EUA) and Certified Emission 
Reductions (CER). CER-type rights may be redeemed by business operators only to a limited extent, in settlement period 
2013-2020 up to 11% of the allocations granted under the National Allocation Plan for years 2008-2012.  

In the three quarters of 2016, EUA_DEC16 were priced at average of EUR 5.43/t
4
, including the substantial decline in the 

first quarter, mainly as a result of lower commodity prices on highly correlated markets, i.e. crude oil, gas, coal and electricity 
in Germany and increasing of volume intended for auctions in 2016. The first half of 2016 saw allocation of free-of-charge 
CO2 emission allowances for 2015 and publication by the European Commission of data regarding levels of greenhouse gas 
emissions from installations covered by the EU ETS. In the second quarter, a trend reversal was observed along with a slight 
increase in prices as well as a rebound on commodity markets. At the end of June 2016, a record price decline took place. 
This was accompanied by turbulence in financial markets following the Brexit referendum in the U.K. In the third quarter the 
prices of allowances recorded low values despite EUA supply on the primary market cut by half. At the end of the third 
quarter, EUA prices recorded a slight increase due to the upcoming meeting of EU ministers in order to accelerate the 
process of ratification of the Paris Agreement. This growth continued until mid-November, which was aided by a 
breakdown ŀǘ CǊŜƴŎƘ ƴǳŎƭŜŀǊ ǇƭŀƴǘǎΦ !ŦǘŜǊ ƛƴƛǘƛŀƭ ǇǊƛŎŜ ŘŜŎƭƛƴŜǎ ŦƻƭƭƻǿƛƴƎ 5ƻƴŀƭŘ WΦ ¢ǊǳƳǇΩǎ ǾƛŎǘƻǊȅ ƛƴ ¦Φ{Φ 
presidential elections, a systematic ƎǊƻǿǘƘ ƛƴ 9¦! ǇǊƛŎŜǎ ŜƴǎǳŜŘΣ ǇŀǊǘƛŎǳƭŀǊƭȅ ƎƛǾŜƴ ǘƘŀǘ ǘƘŜ 9ǳǊƻǇŜŀƴ tŀǊƭƛŀƳŜƴǘΩǎ 
environmental protection committee adopted higher reduction coefficients. On the last day of December, EUA price 
reached EUR 6.55, mainly as a result of high energy prices in Europe and fuel prices in global markets.  
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Chart: Prices of CO2 emission rights in 2014-2016. 

 
 
Source: Bloomberg, own work  

In the three quarters of 2016, future EUA prices for December 2016 were priced in range EUR 3.93-8.11/tonne. In the same 
period, CERs in future contracts with delivery in December 2016 were priced in range EUR 0.35-0.47/tonne. 
Work on revision of the EU Emissions Trading System (EU ETS) directive is on-going. The new legal regulations concern the 
next settlement period, i.e. after 2020. The final version of the directive is to be published at the beginning of 2017. 

5.3.4. Emission rights granted free of charge for years 2013-2020 

The Regulation of the Council of Ministers, that sets the allocation of allowances for particular units of electricity producers 
in period 2013-2020, was adopted on April 8, 2014. Analogically, allocations of allowances for heat producers were set by 
the Regulation of the Council of Ministers of March 31, 2014.  

tD9Ωǎ ƛƴǎǘŀƭƭŀǘƛƻƴǎ ŀŎŎƻǳƴǘǎ ǿŜǊŜ ŎǊŜŘƛǘŜŘ ǿƛǘh free allowances for heat for 2016 and energy for 2015, while free allowances 
for electricity for 2016 will be received by the Group by the end of April 2017, after verification of reports from investments 
submitted to the National Investment Plan.  

At the same time, redemption of emission rights resulting from CO2 emissions in 2015 was completed in April 2016. 

Table: Emission of CO2 from major Group installations in 2016 and in 2016 in comparison to allocation of CO2 emission rights 
for 2016 (in tonnes).  

Operator CO2 emissions in 2016 
 Allocation of CO2 

emission rights for 
2016*  

% of the emissions covered 
by the free allowances 

.ŜƱŎƘŀǘƽǿ tƻǿŜǊ tƭŀƴǘ 34,941,622 10,282,843 29% 

¢ǳǊƽǿ tƻǿŜǊ tƭŀƴǘ 7,838,244 4,137,453 53% 

Opole Power Plant 5,917,008 2,377,219 40% 

ZEDO 4,806,958 1,949,023 41% 

Bydgoszcz CHPs 770,355 442,383 57% 

[ǳōƭƛƴ ²Ǌƻǘƪƽǿ /It 554,078 257,020 46% 

DƻǊȊƽǿ /It 437,569 201,665 46% 

wȊŜǎȊƽǿ /It 313,875 107,381 34% 

Kielce CHP 183,701 83,196 45% 

Zgierz CHP 173,366 32,763 19% 

TOTAL 55,936,776 19,870,946 36% 

* amount of granted CO2 emission rights will be confirmed in the Regulation of the Council of Ministers in the first quarter of 2017 

G4 

G4-EU5 
 

GC 

GC-7 
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5.3.5. Termination of long-term contracts (LTC) 

Due to the termination of LTCs in accordance with the LTC Act, the producers being earlier the parties to such 
contracts obtained a right to receive compensations for the coverage of so called stranded costs. Stranded costs 
were capital expenditures resulting from investments in generating assets made by the generator before May 1, 
2004 that a generator is not able to recoup from revenues obtained from sales of generated electricity, spare 
capacity and ancillary services in a competitive environment after early termination of LTC. The LTC Act limits the 
total amount of funds that may be paid to all generators to cover stranded costs, discounted as at January 1, 2007, 
to PLN 11.6 billion, including PLN 6.3 billion for PGE.  

Table: Key data relating to PGE Group generators subject to the LTC Act. 
 

Generator LTC maturity 

Maximum amount of stranded 

and additional costs 

(in PLN million) 

¢ǳǊƽǿ Power Plant 2016 2,571  

Opole Power Plant 2012  1,966 

ZEDO 2010 633 

[ǳōƭƛƴ ²Ǌƻǘƪƽǿ /It 2010 617 

wȊŜǎȊƽǿ /It 2012 422 

DƻǊȊƽǿ /It 2009 108 

TOTAL  6,317  

In the period provided for by the LTC Act, i.e. till December 31, 2007, PGE S.A. signed LTC termination agreements 
with generators being parties to the then applicable LTCs. Therefore generators obtained a right to receive funds to 
cover their stranded costs. 

The impact of LTC compensations on results achieved by the PGE Group is described in note 33.1 to the consolidated 
financial statements. 

5.4. Supply markets 

5.4.1. Provision of raw materials 

Lignite, hard coal, natural gas and biomass are key fuels used to generate electricity and heat by power plants and 
heat and power plants belonging to the PGE Group. The cost of fuel procurement constitutes a major share in 
electricity generation costs. PGE S.A., on the ground of Agreement for Commercial Management of Generation 
Capacities, secures hard coal, gas and biomass supplies to the branches of the Conventional Generation segment. 

Lignite supplies are carried out within a framework of regular cooperation between branches operating in the 
ǎǘǊǳŎǘǳǊŜ ƻŦ /ƻƴǾŜƴǘƛƻƴŀƭ DŜƴŜǊŀǘƛƻƴ ǎŜƎƳŜƴǘΦ ¢ƘŜ Y². .ŜƱŎƘŀǘƽǿ ƳƛƴŜ ǎǳǇǇƭƛŜǎ ƭƛƎƴƛǘŜ ǘƻ ǘƘŜ .ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ 
Ǉƭŀƴǘ ŀƴŘ ǘƘŜ Y². ¢ǳǊƽǿ ƳƛƴŜ ǎǳǇǇƭƛŜǎ ƛǘ ǘƻ ǘƘŜ ¢ǳǊƽǿ ǇƻǿŜǊ ǇƭŀƴǘΦ ¢ƘŜ DǊƻǳǇ ǎŜǘ ǳǇ ƛƴǘŜǊƴŀƭ ǊǳƭŜǎ ǿƛǘƘ ǊŜǎǇŜŎǘ ǘƻ 
the performance and settlement of lignite supplies between individual branches of Conventional Generation 
segment.  

The main supplier of the hard coal for the electricity and heat production needs in the branches of Conventional 
Generation segment was tƻƭǎƪŀ DǊǳǇŀ DƽǊƴƛŎȊŀ sp. z o.o. (from April 2016 the company took over the mines and 
contracts of the YƻƳǇŀƴƛŀ ²ťƎƭƻǿŀ {Φ!ΦύΣ ǿƘƻǎŜ ǎƘŀǊŜ ƛƴ ǘƘŜ ȅŜŀǊƭȅ ŘŜƳŀƴŘ ŦƻǊ ǘƘƛǎ Ǌŀǿ ƳŀǘŜǊƛŀƭ ŀƳƻǳƴǘŜŘ ǘƻ тл҈Φ 
{ƘŀǊŜ ƻŦ ǘƘŜ ƻǘƘŜǊ ƘŀǊŘ Ŏƻŀƭ ǎǳǇǇƭƛŜǊǎΥ WŀǎǘǊȊťōǎƪŀ {ǇƽƱƪŀ ²ťƎƭƻǿŀ {Φ!Φ ŀƴŘ YŀǘƻǿƛŎƪƛ IƻƭŘƛƴƎ ²ťƎƭƻǿȅ {Φ!Φ 
amounted to over a dozen per cent. 

Natural gas for electricity and heat production in CHPs of Conventional Generation segment, was mainly supplied on 
the ground of agreements with the domestic fuel suppliers and through purchases on the OTC market and the TGE 
ŜȄŎƘŀƴƎŜ ό¢ƻǿŀǊƻǿŀ DƛŜƱŘŀ 9ƴŜǊƎƛƛ {Φ!ΦύΦ tD9 {Φ!ΦΣ tD9 hōǊƽǘ {Φ!Φ ŀƴŘ tƻƭǎƪƛŜ DƽǊƴƛŎǘǿƻ bŀŦǘƻǿŜ ƛ DŀȊƻǿƴƛŎǘǿƻ 
S.A. (PGNiG S.A.) were the major suppliers 

Biomass was obtained via procurement procedures from suppliers operating on the Polish biomass market.  

As regards fuel supplies at PGE Group in 2016, no threats were identified such as could have disrupted continuity of 
the production process. 
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5.4.2. Purchases of transmission and distribution services 

Under the existing legislation, power undertakings in Poland must have:  

Á a valid Agreement for the Provision of Electricity Transmission Services signed with PSE S.A. 
Á a valid Agreement for the Provision of Electricity Distribution Services, signed with a DSO.  
Á or valid agreements concluded both with PSE S.A. and a DSO ς if required due to the scope of operations. 

In view of the above obligations, companies dealing with generation, trade and distribution of electricity in Poland 
(including entities in the PGE Group) are, directly or indirectly, dependent on agreements for the provision of 
transmission services, which provide for rules with regard to the settlement of services rendered to a PSE S.A. or by 
PSE S.A. and methods for fixing and settling energy divergences of BM Units arising as a result of balancing the 
domestic electricity demand by the Operator. Agreements for the provision of transmission services are made with 
ǘƘŜ ŎƻƳǇŀƴȅ t{9 {Φ!ΦΣ ǿƘƛŎƘ ƻǇŜǊŀǘƛƻƴǎ ƛƴŎƭǳŘŜ ǳǎŜ ƻŦ bŀǘƛƻƴŀƭ tƻǿŜǊ {ȅǎǘŜƳ όάbt{έύ ŀƴŘ ǊŜƴŘŜǊƛƴƎ Ŝlectricity 
transmission while maintaining the operational security of the NPS. Pursuant to the provisions of the Energy Law, 
PSE S.A. as the TSO is responsible for grid flow in the transmission system, current and long-term security of the 
system, maintenance, repairs and necessary development of the transmission grid, including connection with other 
power systems. 

Power undertakings, which operate under a license and whose active Generation Units are connected to the 
National Power Grid, must enter into a ŎƻƴǘǊŀŎǘ ŦƻǊ ǘǊŀƴǎƳƛǎǎƛƻƴ ǎŜǊǾƛŎŜǎ όά/ƻƴǘǊŀŎǘέύ ǿƛǘƘ t{9 {Φ!. This obligation 
also applies to the DSO, who as a Balancing Market Participant of the Balancing Company type (URBOSD) holds a 
passive Balancing Graphic Unit (JGBi) through which it purchases electricity in order to cover distribution grid losses 
originating during the distribution of electricity through this grid.  

Under the Agreement and the Transmission Network Code, a power undertaking is obliged to report on a daily basis 
any concluded Electricity Sale Contracts to PSE S.A. PSE S.A. as an operator in charge of the performance of the 
signed agreements and the trade balancing through the Balancing Market, carries out cyclical settlements of 
deviations of electricity supplied and received. The obligation referred to above creates dependency of a systemic 
nature which additionally affects companies within the PGE Group to the extent defined by law and determined by 
the scope and character of their operations.  

Termination or expiry of the transmission agreement while the terms of a new transmission services agreement 
between a power undertaking and PSE S.A. are not agreed leads in practice to a request being filed by one party with 
the President of the Energy Regulatory Office to establish the terms of the agreement. 

An integral part of a transmission Contract is an Agreement on the Terms and Conditions for the Provision of 
!ƴŎƛƭƭŀǊȅ {ŜǊǾƛŎŜǎ όά!ƎǊŜŜƳŜƴǘέύ ǿƛǘƘ t{9 {Φ!Φ ¢ƘŜ !ƎǊŜŜƳŜƴǘ ǊŜƳŀƛƴǎ ƛƴ ŦƻǊŎŜ ŦƻǊ ƻƴŜ ŎŀƭŜƴŘŀǊ ȅŜŀǊΦ ¢ƘŜ ƎŜƴŜǊŀǘƛƻƴ 
units of the PGE Capital Group render selected services from the catalogue of ancillary services to PSE S.A. the extent 
which has been agreed and provided for in the Agreement.  

5.4.3. Provision of system services 

In 2016, PGE GiEK S.A. extended provision of the following system services:  

Á Energy consumption reduction at the PSE S.A. request ("negawatts"). The Contract concluded in 2015 is still valid 
for the next two years (i.e. 2015 and 2016); the service consists of shutting down, specific volumes of electricity 
supply in 4-hour blocks at a request issued by PSE S.A. in order to ensure the continuous security of the NPS. 

I. Generating unit availability (i.e. GWS ς generation forced by grid considerations), new contract was 
concluded on June 24, 2016 with validity until December 31, 2016. Realisation of the contract includes 
generation in selected CHP plants on PSE S.A. request in order to ensure the continuous security of the NPS.  

II. Cold reserve intervention service ("IRZ"), consisting of providing PGE GiEK S.A.'s generating units (Units 1 
and 2 at Dolna Odra) to PSE S.A. for management and operation for the balancing of active power, in 
intervention mode, in order to ensure the continuous security of the NPS, including in particular: 

Á maintaining the contractor's generating units on stand-by and, following receipt of a request from PSE 
S.A., load active power at a level specified in the request,  

Á usage of the capacity of the contractor's generating units, which consists of turning the units on and 
feeding the electricity produced by these units into the grid, at a volume and time specified in PSE S.A. 
request. 
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The cold intervention reserve is intended only for the PSE S.A. statutory tasks. The agreement was executed in 
December 2013, and the IRZ service is provided in years 2016-2017, wherein PSE S.A. used the option to extend the 
agreement for an additional two years. As a result, IRZ service will be provided in years 2016-2019. 

Use of the above services by PSE S.A. is intended to meet the binding continuity and reliability criteria for electricity 
supply and to maintain the required quality parameters in respect of the electricity being supplied. 

III. Operational Capacity Reserve (ORM). ORM is the production capacities of Production Schedular Units 
(JGwa) constituting excess capacity over executed Energy Sale Agreements (USE), which: 

Á constituted a capacity reserve in the course of conducting energy supplies at JGWa in operation or at 
ǎǘŀƴŘǎǘƛƭƭΣ ŀǾŀƛƭŀōƭŜ ōŜŎŀǳǎŜ ƻŦ ǘƘŜ ǇƭŀƴǘΩǎ ƻǇŜǊŀǘƛƴƎ ŎƻƴŘƛǘƛƻƴǎ, 

Á were used to forced electricity production or to produce electricity under USE relocation to JGWa on 
the Balancing Market, 

Á settlement for ORM is performed from January 1, 2014, for peak demand hours, i.e. between 8 and 
22, only on business days. 

IV.  Regulatory System Services within active JGwa: 

Á start-up of JGwa (from hot, warm and cold state), 
Á JGwa participation in primary control, 
Á JGwa participation in secondary control, 
Á JGwa overload operation, 
Á JGwa participation in automatic load and passive capacity control ς operation of blocks in Automatic 

Control of Plant Load (ARNE), 

On December 30, 2014, PGE EO S.A. signed a new 4-year agreement with PSE S.A. for provision of intervention 
services. Under the agreement, which covers years 2015-2018, PGE EO S.A. carries out intervention work for PSE S.A. 
consisting of providing PSE S.A. with the capability to manage and operate the following pumped-storage plants: 
ÀŀǊƴƻǿƛŜŎΣ tƻǊŊōƪŀ ÀŀǊΣ 5ȅŎƘƽǿ ŀƴŘ {ƻƭƛƴŀΣ ŦƻǊ Ƴŀnagement, in intervention mode, the balance of active and 
reactive power in the system and management of power flows in the transmission network.  

The services cover: 

Á active cold intervention reserve service, 
Á self-start-up service, 
Á load and reactive power control service, 
Á power compensation service. 

In 2016 purchase of services from PSE S.A. constituted approx. 9% of operating costs incurred by the Group. PSE S.A. 
is an entity related to PGE S.A. as a subsidiary of the State Treasury. 
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5.4.4. Fuel purchase costs  

Table: Volume and cost of purchase of fuels from third party suppliers in 2016 on a quarterly basis and in the fourth quarter 
of 2015. 

Type of fuel 
Q1 2016 Q2 2016 Q3 2016 Q4 2016 Q4 2015 

Volume 
(tons ths) 

Cost  
(PLN m) 

Volume 
(tons ths) 

Cost  
(PLN m) 

Volume 
(tons ths) 

Cost  
(PLN m) 

Volume 
(tons ths) 

Cost  
(PLN m) 

Volume 
(tons ths) 

Cost  
(PLN m) 

Hard coal 1,193 263 1,145 241 1,417 303 1,585 334 1,807 415 

Gas (cubic metres 
ths) 

211,842 181 142,045 75 68,688 35 236,967 163 199,304 176 

Biomass 267 57 234 54 247 57 120 22 283 72 

Fuel oil* 11 8 9 10 11 11 10 12 12 15 

TOTAL  509 
 

 380  406  531  678 
 

* heavy and light 

Table: Volume and cost of purchase of fuels from third party suppliers in 2016, 2015 and 2014. 

Type of fuel 

2016 2015 2014 

Volume 
(tons ths) 

Cost  
(PLN m) 

Volume 
(tons ths) 

Cost  
(PLN m) 

Volume 
(tons ths) 

Cost  
(PLN m) 

Hard coal 5,340 1,141 5,588 1,315 6,197 1,536 

Gas (cubic metres ths) 659,542 454 575,198 484 378,949 258 

Biomass 868 190 1,215 333 1,236 353 

Fuel oil* 41 41 
 

30 38 

 

40 75 

TOTAL  1,826  2,170  2,222 

* heavy and light 

In 2016 the costs of purchasing primary fuels from providers outside the Group amounted to PLN 1,826 million and were 
lower by PLN 344 million than in 2015. 

Costs of purchase of the main fuels in PGE Capital Group were mostly affected by:  

Hard coal 

Á Lower purchase volume by 4% (PLN -58 million)  
Lower purchase volume of hard coal results from lower generation in branches of PGE GiEK S.A. Din addition, lower 
purchase volume in Opole power plant results from decreased inventories as at the end of 2016, what is caused 
by lower storage capacities due to ongoing works related to the construction of new units. 

Á Lower average price by 9% (PLN -116 million)  
Lower hard coal price results chiefly from the situation on the mining market, both domestic and international. It 
allowed for negotiation of lower contractual prices of hard coal than in 2015. 

Biomass 
Á Lower volume of biomass purchase by 29% (PLN -95 million)  

Lower volume of biomass purchase is a result of lower electricity production in co-combustion with biomass due to the 
decreased profitability of electricity production in that technology (the impact of new regulations of RES law and low 
prices of green certificates)). 

Á Average price lower by 20% (PLN -48 million)  
Gas  
Á Higher purchase volume by 15% (PLN +71 million)  

Increased purchase volume resulted from higher demand for gas fuel at branches of PGE GiEK S.A.  
Á Lower average price by 18% (PLN -101 million)  

Lower average purchase price is connected with liberalisation of Polish gas market and decline of gas prices on the 
exchanges. 

Fuel oil 
Á Purchase volume higher by 37%  (PLN +14 million) 

Higher purchase volume results from higher use of fuel oil for the needs of trial run of units after overhauls and 
ƳƻŘŜǊƴƛǎŀǘƛƻƴǎ ƛƴ .ŜƱŎƘŀǘƽǿ ǇƻǿŜǊ Ǉƭŀƴǘ. 
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Á Lower average price by 21% (PLN -11 million), Lower global prices of crude oil and refinery products attributed to 
the decrease of average purchase price of fuel oil.  

In 2016 approximately 70% of the electricity was produced from internally sourced lignite, whose extraction price is fully 
controlled by PGE Capital Group. 

5.4.5. Tariffs 

PGE Group companies earn part of their income based on tariffs approved by the President of the Energy Regulatory Office: 

Á tariffs for the sale of electricity to households (G tariff group);  
Á tariffs of the distribution companies; 
Á tariffs for heat. 

Distribution of electricity 

Methodology of and assumptions for tariffs determination were published in the document ά¢ŀǊƛŦŦǎ ŦƻǊ ǘƘŜ 5{h ŦƻǊ ǘƘŜ ȅŜŀǊ 
нлмсέΣ ǿƘƛŎƘ ǿŀǎ ǇǊŜǇŀǊŜŘ ŀƴŘ ǇǳōƭƛǎƘŜŘ ōȅ ǘƘŜ tǊŜǎƛŘŜƴǘ ƻŦ ǘƘŜ 9ƴŜǊƎȅ wŜƎǳƭŀǘƻǊȅ hŦŦƛŎŜΦ 

On December 17, 2015 the ERO President approved the Tariff of PGE Dystrybucja S.A. for electricity distribution services for 
the period until December 31, 2016. 

Tariff came into force on January 1, 2016.  

Distribution tariffs for 2016 approved by the President of the Energy Regulatory Office, contributed to changes in average 
tariff in particular tariff groups (calculated for revenues and volume in a given tariff year) in comparison to year 2015 
(including RES fee): 
Á A tariff group ς decrease by 1.31%; 
Á B tariff group ς decrease by 1.96%; 
Á C+R tariff group ς decrease by 5.90%; 
Á G tariff group ς decrease by 1.96%. 
Decrease of distribution tariffs takes into account 12% increase in quality fee transferred from the Transmission System 
Operator tariff that increases regulated revenue but does not affect the result of Distribution segment.  
Changes in average tariff in particular tariff groups (not including RES fee) are as follows: 
Á A tariff group ς decrease by 3.21%; 
Á B tariff group ς decrease by 4.21%; 
Á C+R tariff group ς decrease by 6.86% 
Á G tariff group ς decrease by 2.94%. 
The most important change in tariff for 2016 and continued in tariff for 2017 is implementation of quality parameters. It has 
been settled that the ratios directly impacting the regulated revenue will be following key performance indicators: 
Á SAIDI ς System Average Interruption Duration Index; 
Á SAIFI ς System Average Interruption Frequency Index; 
Á Connection time; 
Á ¢ǊŀƴǎŦŜǊ ǘƛƳŜ ƻŦ ƳŜǘŜǊƛƴƎ ŀƴŘ ōƛƭƭƛƴƎ Řŀǘŀ όα/t5έύΣ ǿƘƛŎƘ ǿƛƭƭ ōŜ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ ǉǳŀƭƛǘȅ ǊŜƎǳƭŀǘƛƻƴǎ ŀǎ ƻŦ нлму. 

Not meeting the levels of ratios indicated by the ERO President will result in penalty of decreasing the regulated revenue 
through reduction of amount of return on capital in year t+2. In the initial period no rewards are anticipated for achieving 
better indicators than the required ones. 

Impact of quality parameters realized in 2016 will be included in tariff for 2018, and realisation in 2017 will be included in 
tariff for 2019. In accordance with the assumptions adopted by the ERO, a penalty may not exceed 2% of regulated revenue 
and value of 15% of return on capital in a given year. 

For the first time in line with the ERO guidelines, it has been possible to include in the tariff costs related to construction of 
energy infrastructure in the traffic lane, or costs related to the permanent exclusion of land from agricultural production and 
forestry.  

In the tariff for 2016 of PGE Dystrybucja S.A. a RES fee was also introduced. That fee ς due to the amendments to the RES 
Law ς came into force as from July 1, 2016. 

On December 15, 2016 the ERO President approved  approved the Tariff of PGE Dystrybucja S.A. for electricity distribution 
services for the period from January 1, 2017 until December 31, 2017. 

Tariff has been effective as of January 1, 2017.  

 



aŀƴŀƎŜƳŜƴǘ .ƻŀǊŘΩǎ ǊŜǇƻǊǘ ƻƴ ŀŎǘƛǾƛǘƛŜǎ ƻŦ tD9 tƻƭǎƪŀ DǊǳǇŀ 9ƴŜǊƎŜǘȅŎȊƴŀ {Φ!Φ 
and PGE Capital Group of for the year 2016 

 

 

101 of 151 

 

Tariff for heat 

Pursuant to the Energy Law, Energy companies holding concessions set tariffs for heat and propose their duration.. 
Conduction of proceedings concerning heat tariffs approval lies within the competence of regional Branches of the Energy 
Regulatory Office. Average sale price of heat in PGE increased by approximately 2.3% in comparison to the prices in 2015.  
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6. Management of corporate social responsibility and sustainable development at PGE Group 

tD9 DǊƻǳǇΩǎ ŀǇǇǊƻŀŎƘ ǘƻ ǊŜǎǇƻƴǎƛōƭŜ ōǳǎƛƴŜǎǎ ƛǎ ǎŜǘ ƻǳǘ ƛƴ ƛǘǎ ŜȄƛǎǘƛƴƎ ōǳǎƛƴŜǎǎ ǎǘǊŀǘŜƎȅΦ ¢Ƙƛǎ ƳŜŀƴǎ ǘƘŀǘ tD9 ŦƻŎǳǎŜǎ 
on ensuring stable energy supplies to clients whilst minimising its environmental footprint, modernising existing 
infrastructure, increasing renewable energy share as well as protecting the environment and reclaiming post-mining 
areas. Activities in the area of responsible business are conducted throughout the entire value chain ς from mining 
and production through to the end recipient of electricity. At each stage of electricity production, distribution and 
sale, it is important that activities are conducted with care for the surroundings and stakeholders. 

PGE Group ŎƻƴŘǳŎǘǎ ƛǘǎ ŀŎǘƛǾƛǘƛŜǎ ǘŀƪƛƴƎ ƛƴǘƻ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ǘƘŜ ǎǳǊǊƻǳƴŘƛƴƎǎΩ ƻǇƛƴƛƻƴǎ ŀƴŘ ƴŜŜŘǎΣ ǿƘƛŎƘ ǘǊŀƴǎƭŀǘŜǎ 
into stable development for the company, in line with its corporate values.  

Ethical, transparent and fair actions are the basis for responsible business. PGE Group places strong emphasis on 
rules, standards and values that each employee should be guided by. Dialogue and cooperation with local 
communities are an important aspect of working towards sustainable development. PGE Group maintains on-going 
ŘƛŀƭƻƎǳŜ ǿƛǘƘ ǇŀǊǘƴŜǊǎΦ !ƳƻƴƎǎǘ tD9 DǊƻǳǇΩǎ ƪŜȅ ǎǘŀƪŜƘƻƭŘŜǊ ƎǊƻǳǇǎ ŀǊŜ ŜƳǇƭƻȅŜŜǎΣ ǎƘŀǊŜƘƻƭŘŜǊǎΣ ǇǳōƭƛŎ 
administration, local authorities, industry organisations and NGOs, suppliers, partners, clients and local communities 
connected with locations where we operate. 

For each identified group of stakeholders, PGE Group has a dedicated way of conducting the communications and the 
dialogue. Along with our every investment project we hold a dialogue with local governments and communities. In 2016 
PGE Group began the works on internal principles of co-operation and communication with the local communities.  

6.1. Involvement in CSR initiatives 

Á Since 2008, PGE S.A. has taken part in the initiative of the Secretary-General of the United Nations called 
άDƭƻōŀƭ /ƻƳǇŀŎǘέΦ Participation in the Global Compact initiative is one of the manifestations of our support for 
respecting human rights.  

Á Since 2011, PGE S.A. has belonged to the group of socially responsible companies which are listed on the 
Warsaw Stock Exchange and form the RESPECT Index portfolio.  

Á Since 2015 PGE has been the Strategic Partner of Responsible Business Forum.  
Á PGE S.A. is one of 99 Polish ŎƻƳǇŀƴƛŜǎ ǘƘŀǘ ƘŀǾŜ ǎƻ ŦŀǊ ǎƛƎƴŜŘ ǘƘŜ α/ƻƳƳƛǘƳŜƴǘ ōȅ tƻƭƛǎƘ ōǳǎƛƴŜǎǎ ǘƻ 

sustainable devŜƭƻǇƳŜƴǘΦέ wǳƭŜǎ ŀŘƻǇǘŜŘ ƛƴ ǘƘŜ Declaration are an expression of engagement in sustainable 
ŘŜǾŜƭƻǇƳŜƴǘ ŀƴŘ tD9Ωǎ ŘǊƛǾŜ ǘƻǿŀǊŘǎ ŀŎƘƛŜǾƛƴƎ ƻōƧŜŎǘƛǾŜǎ ǎŜǘ ƻǳǘ ƛƴ ǘƘŜ {ǳǎǘŀƛnable Development Vision for 
Polish Business 2050.  

Á In 2016, PGE Group participated in work on developing a minimum standard for companies in the area of ethics 
as part of the Working Group at the Coalition of Ethics Spokespersons at Global Compact Poland Network. 

Á PGE Group takes part in the proceedings of numerous international organisations and associations. As a 
member of the Polish Electricity Association (PKEE) PGE belongs to inter alia Central Europe Energy Partners 
and EURELECTRIC.  Being part of the Polish Member Committee of the World Energy Council (WEC) PGE S.A. 
plays the leading role in shaping policies and indicating directions of activities of this organisation.  

PGE S.A. belongs to such Polish energy industry organisations as: the Polish Chamber of Power Industry and Environment 
Protection, the Polish Association of Energy Trading and the Association of Polish Electrical Engineers. We participate in the 
proceedings of business organisations, including the Employers of Poland, OECD or Polish Association of Listed Companies. 
In addition, the companies from the Group participate in industry organisation connected directly with their area of 
operations (for example in organisations related with renewable energy or nuclear energy). The Group companies are 
active on local, nationwide, as well as on foreign markets.  
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CSR Strategy and our commitments  

 

6.2. Customer 

 

  


