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Previous accounting method

(

Provision for expected land reclamation obligation is equal to the present value of expected future
expenses (discount rate = yield on 10Y Polish treasury bonds).
.

(

The amount of provision is driven by the lignite depletion ratio (cumulative excavation since inception

vs. targeted final excavation) climbing from 0% to 100% over the lifetime of the mine.
.

p
Period cost = increase of the provision (caused by the period’s excavation), “unwinding” of the

discount (as the time passes) and the changes of assumptions.
.

'

All the changes of assumptions (both financial and technical) are immediately incurred in period’s
P&L.

N

The rationale behind the change

(The drawback of previous method was the sensitivity of financial results to actuarial assumptions,
particularly severe in the dynamic macro environment. The newly applied change in accounting
principles diminishes the volatility of financial results unrelated to operational performance. The
new method is more compliant with the |AS and better reflects the economic substance of the
reclamation process.
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New accounting method

4 N
The newly computed land reclamation provision contains two components: lignite and overburden,
weighing c. ¥4 and 3%, respectively (weights reflect the actual volume).

. J

4 N\
The lignite component is treated as previously (changes of provision caused by changes of
assumptions are taken straight to the P&L).
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The overburden component of provision is driven by the technical ratio (current volume of the
overburden to be reclaimed vs. the final volume of overburden to be reclaimed), however, the present
value of future overburden reclamation costs is now capitalized and the corresponding tangible asset

\is being depreciated over the remaining lifespan of the mine. y

( )
The gross value of the asset increases with the above-mentioned technical ratio (meanwhile,
the depreciation decreases the net value of the asset).
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Changes in estimates of provision related to the reclamation of the overburden causes
the corresponding adjustment to the respective asset without impacting the P&L. Exception: if the
carrying value of tangible asset is insufficient to cover the decrease of provision (e.g. maturing mine)

\then the adjustment will be recognized in the P&L. y
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Impact of the accounting changes

Increased provisions

Both components

 (lignite and overburden)

‘recomputed based on
- actual depletion since
‘inception.

_______________________________________________

Increased tangible

assets

| Assets increase is

| caused by the
 capitalization of the
i present value of

| future overburden

: reclamation costs

' (which was not

 capitalized under the

' previous method).

__________________________________________

Higher EBITDA

| The provision related
 to the lignite

| component (c. )

i increases due to the
| current period's

' excavation and is

' immediately incurred in |

operating costs.

' However, the increase |

. of provision regarding
i the overburden (c. %)
' caused by period's

| excavation increases

 the corresponding

. asset and the

i depreciation, without
' burdening the

| operating costs.

____________________________________________

Decreased volatility
of operational results

. The changes in the

' value of provision

. related to overburden |
' (c. %) are balanced with |
' the adjustment of '
 respective tangible
|assets without

. impacting the P&L.

. The indirect impact :
 through depreciation is
'mild as it is distributed
- across the useful life of |
. the mine. ’
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The reclamation of the overburden
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overburden

removal of the
overburden

lignite
excavation
reclaimed
overburden —
lignite
belt
conveyors

overburden - the material overlying a lignite deposit (most commonly the rock, soil and ecosystem) ]




Comparison

Previous method

i « Function of the cumulative
excavation since inception vs.
targeted final excavation.
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i « Operational increase of i » Current period's extraction

provision vs. total costs of reclamation.
: « Depreciation *N/A
i « “Unwinding” of the e Yes
i discount :

.....................................................................................................

» Fully recognized in the income
i statement.

« Change of assumptions
regarding computation
of provision
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New method

———————————————————————————————————————————————————————————————————————————————————————————————

i « Lignite component computed as under the old method.

i « Overburden component driven by the ratio = current

i1 volume of the overburden to be reclaimed vs. final
volume of the overburden to be reclaimed.

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

| « Capitalized overburden reclamation cost.
i i » The increase of the excavation volume increases the
i gross value of the asset.

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

: « Current period's extraction vs. cost of reclamation
of the lignite component only — straightforward

11 recognition in P&L. !

|+ Increase of volume of overburden vs. cost of reclamation |
of overburden component — adjustment :
of tangible assets.

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

method).

i » Recognized in P&L only for the lignite component of |
. provision. For the overburden component the respective |
tangible asset is adjusted. If carrying value ‘

is low then P&L impact is possible
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Disclaimer

This presentation has been prepared by the management of PGE Polska Grupa Energetyczna S.A. (the "Company” or “PGE") and other entities and is furnished on a
confidential basis only for the exclusive use of the intended recipient and only for discussion purposes. This document has been presented to you solely for your
information and must not be copied, reproduced, distributed or passed (in whole or in part) to the press or to any other person at any time. By attending this meeting
where this presentation is made, or by reading the presentation slides, you agree to be bound by the following limitations.

This presentation does not constitute or form part of and should not be constructed as, an offer to sell, or the solicitation or invitation of any offer to buy or subscribe
for, securities of Company, any holding company or any of its subsidiaries in any jurisdiction or an inducement to enter into investment activity. No part of this
presentation, nor the fact of its distribution, should form the basis of, or be relied on in connection with, any contract or commitment or investments decision
whatsoever.

We operate in an industry for which it is difficult to obtain precise industry and market information. Market data and certain economics and industry data and forecasts
used, and statements made herein regarding our position in the industry were estimated or derived based upon assumptions we deem reasonable and from our own
research, surveys or studies conducted at our request for us by third parties or derived from publicly available sources, industry or general publications such as
newspapers.

This presentation and its contents are confidential and must not be distributed, published or reproduced (in whole or in part) by any medium or in any form, or disclosed
or made available by recipients to any other person, whether or not such person is a Relevant Persons. If you have received this presentation and you are not a Relevant
Person you must return it immediately to the Company. This presentation does not constitute a recommendation regarding the securities of the Company.

This presentation and any materials distributed in connection with this presentation are not directed to, or intended for distribution to or use by, any person or entity
that is a citizen or resident or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law
or regulation or which would require any registration or licensing within such jurisdiction.

non "o non "o

This presentation includes “forward-looking statements”. These statements contain the words “anticipate”, “believe”, “intend”, "estimate”, “expect” and words of similar
meaning. All statements other than statements of historical facts included in this presentation, including, without limitation, those regarding the Company's financial
position, business strategy, plans and objectives of management for future operations (including development plans and objectives relating to the Company’s products
and services) are forward-looking statements. Such forward-looking statements involve known and unknown risks, uncertainties and other important factors that could
cause the actual results, performance or achievements of the Company to be materially different from future results, performance or achievements expressed or implied
by such forward-looking statements. Such forward-looking statements are based on numerous assumptions regarding the Company’s present and future business
strategies and the environment in which the Company will operate in the future. These forward-looking statements speak only as at the date of this presentation. The
Company expressly disclaims any obligation or undertaking to disseminate any updates or revisions to any forward-looking statements contained herein to reflect any
change in the Company's expectations with regard thereto or any change in events, conditions or circumstances on which any such statement is based. The Company
cautions you that forward-looking statements are not guarantees of future performance and that its actual financial position, business strategy, plans and objectives of
management for future operations may differ materially from those made in or suggested by the forward-looking statements contained in this presentation. In addition,
even if the Company's financial position, business strategy, plans and objectives of management for future operations are consistent with the forward-looking
statements contained in this presentation, those results or developments may not be indicative of results or developments in future periods. The Company does not
undertake any obligation to review or confirm or to release publicly any revisions to any forward-looking statements to reflect events that occur or circumstances that
arise after the date of this presentation.
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