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Q1-Q3 2016 key data P

\ '@ N
TAURON Group’s Q1-Q3 2016 results

PN m e

Sales revenue 13 124 3 (4)%

EBITDA 2 458 ¥ (14)%

Net profit* 274 $(75)%

CAPEX 2 450 8 (12)%

Net debt/EBITDA 2.64x Tt un06ix

(vs 30.09.2015)

Q1-Q3 2016 operating data

Q1-Q3 2016 vs

Q1-Q3 2015
Commercial coal production [t m] 4,21 t ?dszgm .
Electricity generation [TWh] 12,45 $ (10)%
Heat generation [PJ] 7,00 ¥ (8)%
Electricity distribution [TWh] 36,82 % 0,4%
Electricity supply [TWh] 23,19 3 (12)%

*attributable to the shareholders of the parent company j 2 of 40



Q3 2016 key data N
# TAURON

TAURON Group’s Q3 2016 results POLSKA ENERGIA

[PLN m] Q32016 vs Q32015 Q32016 vs Q2 2016
Sales revenue 4181 3 )% 3 ()%

EBITDA 804 8 (14)% + 3%

Net profit* 271 $ (24)% g UpPLNSOm
CAPEX 998 ¥ (L)% + 25%

Net debt/EBITDA 2.64x U0 e RUPOOCK e

Q3 2016 operating data

Q32016 vs Q32015 Q32016 vs Q2 2016

Commercial coal production [t m] 1,73 * 20% 1 ) 360_/0

excluding NBGT (8)% excluding NBGT 25%
Electricity generation [TWh] 4,00 ¥ (21)% 3 )%
Heat generation [PJ] 0,57 $ (24)% $ (64)%
Electricity distribution [TWh] 12,05 $ (0,4)% 1t 0,1%
Electricity supply [TWh] 7,61 ¥ (10)% Tt 6%

* attributable to the shareholders of the parent company 3 of 40



Q1-Q3 2016 Highlights Summary N N
# TAURON

POLSKA ENERGIA

EC Stalowa Wola terminates the agreement with Abener Energia — the general contractor of the CCGT unit at Stalowa Wola.

January 29 Termination cause: breach of the schedule and of the material technical provisions of the contract
Adoption of the 2016-2018 efficiency improvement program with the total planned value of PLN 1.3bn. Program’s implementation will
March 9 allow for increasing the Group’s EBITDA by approximately PLN 400m in 2018 (a permanent, recurring effect of this magnitude in the

subsequent years)

Agreements were signed with bondholders holding 6 937 TPEA1119 series bonds (39.64 percent of the total nominal value of all of
this series bonds). The bondholders undertook that during the term of the agreements they would take part in every meeting of
March 22 bondholders and vote against passing a resolution that would allow the bondholders to demand from the company an early
redemption of the bonds (in conjunction with the potential case of the leverage ratio exceeding 3.0x, provided this ratio does not
exceed 3.5x)

April 25 Adoption by the Management Board of TAURON Group’s new Business Model
April
Launch of two coal faces at Brzeszcze Coal Mine with total coal reserves of approx. 1 million tons
June
July 26 Decision to book write-offs of impaired wind farms and conventional generation assets for the total net amount of approx. PLN 0.7bn
July 28 Resignation from the construction of a CCGT generation unit at Elektrownia Blachownia

Adoption of TAURON Group’s 2016-2025 Strategy

September 2 Stopping of the implementation of a CCGT generation unit construction project at Elektrownia tagisza

Conclusion of the agreements on the conditions of the further implementation of the "CCGT generation unit construction at Stalowa

OaElalel 2 Wola” project
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Macroeconomic and market situation
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Electricity prices under one year BASE contracts

Average price [PLN/MWh] Volume [GWh]

Y-13 191.60 108 861
Y-14 160.40 142 841
Y-15 168.11 146 932
Y-16 166.47 147 923
Y-17 160.24 63 790
Y-18 158.91 7718
Y-19 162.76 596

Average electricity sales prices on the competitive market (acc. to ERO):

= 2012:
= 2013:
= 2014:
= 2015:
= Q1 2016:
= Q2 2016:

201.36 PLN/MWh
181.55 PLN/MWh
163.58 PLN/MWh
169.99 PLN/MWh
167.45 PLN/MWh
171.14 PLN/MWh
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Increase of manufacturing production sold* and
electricity consumption (change yoy)***
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sold production growth rate

-0.6%
1191 ———— 4 1183
5,9% +2,5% 6,1%
7,0% +11,2% 7,9%
2,4% +47,5% 3,6%
34,0% 0% 32,3%

Q1-Q3 2015 Q1-Q3 2016

January-September 2016 cumulative accrual data

Q2 2015

0
6,0% 520

3,9% 4,3% 4,7%

Q32015
Q4 2015
Q1 2016
Q2 2016
Q3 2016

domestic electricity consumption change

Structure of electricity generation in Poland*** [TWh]

mindustrial power
plants

mrenewable energy
sources

m gas-fired thermal
power plants

m lignite-fired thermal
power plants

m hard coal-fired
thermal power plants

Source: * GUS ** Bankier.pl **PSE
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Q1-Q3 2016 key financial data

Sales revenue

16 000 -
13634 13 124
14 000 -
B other revenue
12 000 +
10 000 A mdistrribution and
8000 4 commercial services
heat

6 000 -
4000 1 W electricity
2000 -

0 |

Q1-Q3 2015
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Q1-Q3 2016 vs Q1-Q3 2015 EBITDA
3000

2500 - -161
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1500 -

1000 -

500 -

Reported Q1-Q3 2015
EBITDA

CO2 cost difference (more
free emission allowances in
2015 due to the 2014
surplus)

Comparable
Q1-Q3 2015 EBITDA

mEBITDA

Mo N
’ TAURON

POLSKA ENERGIA
Net profit attributable to the parent company’s
shareholders

r 1200
- 1000
- 800
- 600
- 400

m F 200
-0
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Comparable Nowe Brzeszcze GT Reported
Q1-Q3 2016 EBITDA EBITDA Q1-Q3 2016 EBITDA
m[ncrease Decrease
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Q3 2016 key financial data N U
# TAURON

POLSKA ENERGIA

Sales revenue [PLN m] Net profit attributable to the parent company’s
shareholders [PLN m]
5000 -
- 400
4000 A 346 347 B other revenue
- 300
3000 - e 1460 m distribution and
78 commercial services
- 200
2000 -~ heat
1000 melectricity - 100
0 - -0
Q3 2015 Q3 2016 Q3 2015 Q3 2016
Q32016 vs Q3 2015 EBITDA [PLN m]
1000 +
900 - I
-26 10
800 -
700 -
600 -
500 4
400 4
300 4
200 -+
100 -
0 A
Reported CO2 cost difference (more Comparable Comparable Nowe Brzeszcze GT Reported
Q3 2015 EBITDA free emission allowances in Q3 2015 EBITDA Q3 2016 EBITDA EBITDA Q32016 EBITDA
2015)
mEBITDA H|ncrease Decrease
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Q1-Q3 2016 key segments results

Mo U
’ TAURON

POLSKA ENERGIA

[PLN m] Distribution Supply Generation Mining
Segment’s revenue 4 676 10 287 3244 888
EBITDA 1710 397 447 (137)
EBIT 947 389 (570) (229)
CAPEX 1171 1 1110 132

PLN m

3 500

3 000

2500

2000

1500

1000

500

-500

Individual segments’ contribution to EBITDA [%]

2841

0
20% 1%

=S

Q1-Q3 2015

2 458

4%

18%

Q1-Q3 2016

(]

Unassigned

Other

Supply

Distribution

Generation

Mining
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Q3 2016 key segments results

[PLN m] Distribution Supply Generation Mining
Segment’s revenue 1 532 3 300 901 375
EBITDA 562 117 93 33
EBIT 303 115 (12) 2
CAPEX 427 0.4 510 42

PLN m

1100
1000
900
800
700
600
500
400
300
200
100

-100

Individual segments’ contribution to EBITDA [%]

933

4%

10%
14%

L |

Q3 2015

804

Q3 2016

5%

4%

OUnassigned
m Other

= Supply

m Distribution
m Generation

= Mining

DN
TAURON

POLSKA ENERGIA
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Q1-Q3 2016 EBITDA

Mo U
’ TAURON

POLSKA ENERGIA

PLN m @

3000 - 2841

3500 A

-113

2500 A -117

2000 -

1500 -

1000 -

500 -

-14% >

eow] (o] [wes] [ [Gm]

4 27 2 458

-130

Q1-Q3 2015 EBITDA Mining Generation

Distribution Supply Other Unassigned items Q1-Q3 2016 EBITDA

BEBIT mDepreciation and write-offs ®Segment's increase = Segment's decrease OEBITDA margin
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Q3 2016 EBITDA

PLN m
1200 ~

1000 -

800 -

600 -

400 A

200 A

Mo N
’ TAURON

POLSKA ENERGIA

° -14% >
]
933
804
12
445 -102 4 1 -1 —
-35
488
Q3 2015 EBITDA Mining Generation Distribution Supply Other Unassigned items Q3 2016 EBITDA

BEBIT mDepreciation and write-offs M Segment's increase = Segment's decrease OEBITDA margin
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Mining — Q1-Q3 2016
g-Q1-Q e N
Financial data [PLN m] Change of EBITDA [PLN m] ’ TAURON

POLSKA ENERGIA

1 000 875 888 0
500 i
600 -50
400 54
178 -
200 ® -100
0 108 ” - !
-23 = 62 |
-200 1y 68 150
00 Q1-Q3 Q1-Q3 -
2015 2016 -200 -87
H Sales revenue ETWD EBITDA ENBGT EBITDA -21
-250
TWD EBIT NBGT EBIT ¢ CAPEX Q1-Q3 2015 NBGT's result Coal dust Coal dust Other Own cost of One-off Other Q1-Q3 2016
sales volume sales price products coal sold events in
2015
Commercial coal production volume
vs sales per product Mg m]
14.8% decline of coal dust prices -
Q1-Q3 2015 [N ENN-7)
4.8% drop of coal dust sales volume -
4,21
< | Lower headcount* (down 552 FTEs on average) v
Q1-Q32016 [eERNLe) 0,12 4,10

o0 03 06 09 12 15 18 21 24 27 30 33 36 39 42 45 48

B TWD's commercial coal production B NBGT's commercial coal production
m | arge size lump coal sales ® Medium size lump coal sales
B TWD's coal dust sales NBGT's coal dust sales

Coal sludge sales

*excluding NBGT 12 of 40



Mining — Q3 2016
g-Q \;\
Financial data [PLN m] Change of EBITDA [PLN m] TAURON

POLSKA ENERGIA

400 375 160
10
140 |
300 120 -9 15
100 - 28 ]
200 30 -13
TWD: 23
NBGT: 10 60
100 TWD: -4 40
NBGT: 6 -72
20 - 5 ﬂ
0 2 0
42 —/Q32015 31 Q3 2016
-20
B Sgles revenue mEBITDA ®EBIT @CAPEX Q32015 NBGT'sresult Coal dust Coal dust Other Own cost of One-off Other Q32016
sales volume sales price products coal sold eventsin Q3
2015
Commercial coal production volume
vs sales per product [Mg m]
13.7% decline of coal dust prices -
Q32015 QKRN0
4.4% drop of coal dust sales volume -
1,73
< | Lower headcount* (down 527 FTEs on average) v
(oI 0,19 0,07 0,02 1,64
0,0 0,2 0,4 0,6 0,8 1,0 1,2 1,4 1,6 1,8 2,0
B TWD's commercial coal production B NBGT's commercial coal production
m | arge size lump coal sales ® Medium size lump coal sales
B TWD's coal dust sales NBGT's coal dust sales

Coal sludge sales

*excluding NBGT 13 of 40



Mining — Q3 2016 N C
# TAURON

POLSKA ENERGIA

Daily commercial coal production in 2015-2016

40 ~
35 A 34,3
30 -
23,5
15,7 16,7
15 A
10 A 6.2 7,1
5 1 1,8 34
Q1 2015 Q2 2015 Q3 2015 Q4 2015 Q1 2016 Q2 2016 Q3 2016 X 2016
;\ggyooo m Daily extraction (TWD) Daily extraction (NBGT)
Commercial coal production volume
vs sales per product [Mg m]
400 375
300 1,27
22016
200 Q 0,110,06 0,04 1,24
100
0 1,73
100 (oI 0,19 0,07 0,02 1,64
-200
Q2 Q3 r T T T T T T T T T |
2016 2016 0,0 0,2 0,4 0,6 0,8 1,0 1,2 1,4 1,6 1,8 2,0
u Sales revenue ®TWD's EBITDA  ®mEBITDA NBGT ® TWD's commercial coal production B NBGT's commercial coal production
m | arge size lump coal sales ® Medium size lump coal sales
TWD's EBIT NBGT's EBIT ¢ CAPEX B TWD's coal dust sales NBGT's coal dust sales

Coal sludge sales
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Generation — Q1-Q3 2016
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800
3911 700
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400
300
200

-570
Q1-Q3 2015 Q1-Q3 2016 100

m Sales revenue mEBITDA EBIT ¢ CAPEX

Gross production of electricity [TWh] and heat [PJ]

Mo N
’ TAURON

POLSKA ENERGIA

Change of EBITDA [PLN m]

134

-161 42
[
- 123
Q1-Q3 2015 Total gross margin  Regulation System CO2 costs Property rights Other Q1-Q3 2016

on electricity Services/Operational
Capacity Reserve

RES and cogeneration production [T\Wh]

13,80 14 -
1,20
_ 12’45 1,2 -
10 - 0,33 100
m—) 0% | 0,26
12,60 11,45 0,6
7,59 7,00 0,4 1
0,2
! ' ! ' 0,0 |
Q1-Q3 Q1-Q3 Q1-Q3 Q1-Q3
2015 2016 2015 2016
. - ® biomass - dedicated " biomass - co-firing
m electricity m electricity - RES heat hydro wind

® cogeneration

=] [=] ] [E]

Increase of the OCR volume and CIR revenue| | v/

11% hard coal price drop v

Higher costs of CO, emission rights purchase

Falling RES property rights prices and volume| [ =
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Generation — Q3 2016 p
\ @ N
# TAURON

POLSKA ENERGIA
Change of EBITDA [PLN m]

Financial data [PLN m]

120
1500 - 39
1164 100
1000 - 80
- 26
60 -31
500 -
-23
40
0 4
-51 -12 20
Q32015 Q3 2016
-500 - 0
Q32015 Total gross margin  Regulation System CO2 costs Property rights Other Q32016
on electricity Services/Operational
m Sales revenue mEBITDA EBIT ¢ CAPEX Capacity Reserve
Gross production of electricity and heat RES and Cogenera’[ion production
6
5,04 0,3
5 0.23 0.23 0.23 i8 | Increase of the OCR volume and CIR revenue| | v/
, 4,00 ’ ’
0,23 0,2 0,08 13% hard coal price drop v
0,09
3 )
2 377 01 0,04 0,08 Higher costs of CO, emission rights purchase | | =
1 . . .
0,07 0,08 Falling RES property rights prices and volume| [ =
0’75 M 0’04
0 0,57 0,0 -
Q32015 Q32016 Q3 2015 Q32016
® biomass - dedicated biomass - co-firing
m electricity electricity - RES heat hydro wind

m cogeneration
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Distribution — Q1-Q3 2016

Financial data [PLN m]

6 000 -

4793 4676

5000 -
4000
3000
2000
1000

Q1-Q3 2015 Q1-Q3 2016

m Sales revenue mEBITDA EBIT * CAPEX

Electricity distribution to end users
[TWh]

0 5 10 15 20 25 30

s Group A =GroupB = Group C2 = Group C1+R+D

2000
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0

35

Mo N
’ TAURON

Change of EBITDA [PLN m] POLSKA ENERGIA

1839 19 27 29 1710

-118 -62 -25 -15 15

Q1-Q3 2015 Price of dist. Sales vol. Purchase of Cost of grid Connection OpEXx Tax on grid Other Q1-Q3 2016
services and struct. TSO losses fee (excl. assets
services depreciat.)

B EBIT M depreciation and impairment charges

Decline of approved tariff by 3.6 PLN/MWh (2.9%) -

264 GWh (0.8%) higher electricity distribution services sales v
\volume, mainly in the manufacturing industry in correlation to
the GDP growth rate

13% increase of the quality fee rate included in the cost of
purchasing the transmission services

Balancing difference optimization — balancing price decline
(by 12%) and grid losses factor drop (by 0.18 pp)

40

N Bl N

= Group G
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Distribution — Q3 2016

Financial data [PLN m]

700
2000 - 600
1565 500
1600 - 1532
400
1200
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800 - 597
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400 - 100
0- 0
Q3 2015 Q32016
m Sales revenue mEBITDA EBIT ¢ CAPEX

Electricity distribution to end users
[TWh]

oo R N -
oo T N

0 2 4 6 8 10 12

=Group A =GroupB =GroupC2 =GroupCl+R+D =Group G

597

248

348

Q32015

14

-10

\;\

Change of EBITDA [PLN m]

-4 -34 -10 -1

TAURON

POLSKA ENERGIA

562

Price

Sales volume Purchase of Costofgrid Connection OpEXx Other
TSO services losses fee (excl. deprec.)

B EBIT W depreciation and impairment charges

Q32016

Decline of approved tariff by 3.6 PLN/MWh (2.9%) on
average

13% increase of the quality fee rate included in the cost of
purchasing the transmission services

Lower costs of wages and benefits due to the lower
headcount and lower actuarial provisions (+PLN 10m);

Lower costs of the support function (+PLN 5m)
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Supply — Q1-Q3 2016

Financial data [PLN m]

e N
’ TAURON

POLSKA ENERGIA
Change of EBITDA [PLN m]

452
12 000 11813 o0 - 12 397
400 I
-44 -7
10 000 350
300 -120
8 000
250
6 000 200
4 000 150
100
2000
50
0 0
Q1-Q3 2015 Q1-Q3 2016 Q1-Q3 2015 Electricity sales  Property rights  Property rights Trading fees Other Q1-Q3 2016
volume and price prices redemption
m Sales revenue mEBITDA EBIT obligation

Retail electricity supply [TWh]

0 5

23,18

10 15 20 25 30

= Group A = Group B = Group C2+C1+R+D = Group G = Other*

W EBIT B depreciation and impairment charges

Total average electricity sales price rose (1.7%) while the growth rate
of electricity purchase prices was slower (1.0%). Increase of the
average electricity sales price was achieved due to the higher

wholesale prices (6.3%) while retail prices dropped (1.2 %)

Falling retail electricity supply volumes mainly to large business
customers and to the SMEs

Rising obligation to redeem property rights:

in case of PM OZE from 14% to 15% and from July a change to
14.35% and introduction of PMOZE-BIO of 0.65%, in case of PM GM
from 4.9% to 6.0%, in case of PM MET from 1.3% to 1.5%

Lower purchase prices of the "green” property rights to be
redeemed (by approx. 26%)

*includes sales to cover the balancing difference and to the intra-Group end users
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Supply — Q3 2016

Financial data [PLN m]

‘;\

TAURON

POLSKA ENERGIA

Change of EBITDA [PLN m]

150
4000 - 3719 34
6 0,4
I
3 000 100 -23
-17
2000
50
1000
0 0
Q3 2015 Q32016 Q3 2015 Electricity sales  Property rights  Property rights Trading fees Other Q32016
volume and price prices obligation
m Sales revenue mEBITDA EBIT redemption
Retail electricity supply [TWh] Total average electricity sales price rose (0.6%) while electricity
purchase prices declined (1.0%). Increase of the average electricity v
1 . . . )
sales price was achieved due to the higher wholesale prices (2.2%)
while retail prices dropped (0.8 %)
Q3 2015 1,74 2,27 1,18 2,26 0,98 Iy
> Falling retail electricity supply volumes mainly to large business —
customers
Rising obligation to redeem property rights:
Q32016 ﬁ 7,61 3 in case of PM OZE from 14% to 15% and from July a change to _
14.35% and introduction of PMOZE-BIO of 0.65%, in case of PM GM
from 4.9% to 6.0%, in case of PM MET from 1.3% to 1.5%
0 2 4 6 8 10 Pl [Lower purchase prices of the "green” property rights to be %
=sGroupA  =GroupB  =Group C2+C1+R+D = Group G = Other* redeemed (by approx. 24%)

* includes sales to cover the balancing difference and to the intra-Group end users
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Debt and financing

TAURON Group’s debt maturity as of 30.09.2016 [PLN m]

Mo N
’ TAURON

POLSKA ENERGIA

~
T
3000 2 689 1000
— 828
2500 2019 Net debt / EBITDA = 2.64x 800
2000 600
1500 . 400
1000
500 I 339 m 200 74
288 281 261 200 l 28 25 39
) LS| B O B O & 0 U w - —
4Q 1Q 2Q 3Q 4Q
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2016 2017 2017 2017 2017
mbonds  mcredits, loans and leases B bonds B credits, loans and leases

TAURON Group’s debt structure as of
30.09.2016 [PLN m]

" bonds

¥ EIBloans

B NFOSIGW/WFOSIGW loans
leases

Financing available to TAURON Group
as of 30.09.2016 [PLN m]

' BGk program bonds

B cashpooling
g banks program bonds

= debt (nominal value of debt due to investment loans, loans, leases and
bonds) as of 30.09.2016 is PLN 8 327m

= weighted average maturity of debt as of 30.09.2016 is 60 months
= EUR denominated debt (NSV bond issue) represents 8.7% of the total

debt

Debt structure based on interest rate [PLN m]:

debt amount

Interest rate collateral

floating
6 347

fixed
1 980
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CAPEX — key projects’ work progress

e N
’ TAURON

POLSKA ENERGIA

Capacity Capacity Work progress FEIE:
Investment project (MW,) (MW)) (percentage) completion
date
Construction of the hard coal-fired unit at Jaworzno 910 i 57 2019
IIl Power Plant
Construction of the CCGT unit at Stalowa Wola .
Combined Heat and Power Plant 450 240 e ‘ 2019
Construction of the hard coal-fired co-generation unit 50 86 100 2016
at ZW Tychy
Jaworzno Il Power Plant — installing of the flue gas
denitrification systems and upgrading of the 200 MW - = 96 . 2016
units
Construction of the 800m level at Janina coal mine ) ) 45 ‘ 2020
Construction of Grzegorz shaft at Sobieski coal mine - - 20 ‘ 2023
CAPEX program at Brzeszcze coal mine - - 2 ‘ 2026

* Completion date will be estimated following the inventory taking and acceptance of the comprehensive project completion conce pt
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CAPEX per segment

Capital expenditures per segment [PLN m]

2779
&— (12)% —> 2450
1134
1171

178 132
Q1-Q3 2015 Q1-Q3 2016
= Mining ®m Generation Distribution m Supply and other

e N
’ TAURON

POLSKA ENERGIA

Key investment projects underway in Q1-3 2016:

Mining:

construction of the 800 m level at Janina coal mine
(PLN 44m)

construction of the Grzegorz shaft at Sobieski coal
mine (PLN 21m)

Nowe Brzeszcze Grupa TAURON (PLN 9m)

Generation:

construction of new 910 MW capacity at Jaworzno
Power Plant (PLN 787m), construction of the flue
gases NO, emission reduction system and
upgrades of the 200 MW units at Jaworzno IlI
Power Plant (PLN 10m)

construction of new 50 MW cogeneration capacity
at EC Tychy (PLN 107m)

construction and upgrade of district heating
networks (PLN 42m)

= hydroelectric power plants upgrade (PLN 10m)

Distribution:
= construction of new connections (PLN 411m)
= grid assets upgrades and replacement (PLN

619m)
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New capacity construction at Jaworzno Il Power Plant p

e
(910 MW) # TAURON

POLSKA ENERGIA

The project, which is TAURON Group’s largest investment project, is entering

another — technological — stage of implementation

Boiler structure works are in the final stage and their completion will

| enable commencing the assembly of the technological part. The process
of prefabrication and preparing the boiler’s heat absorbing surface is

1 underway in parallel.

The process of constructing the cooling tower’s cladding is in progress —
75% complete. Major components’ (generator, turbine) deliveries are
underway and the turbine set’s upper foundation plate has been
completed. With respect to the auxiliary and accompanying systems the

TR o e implementation of the key unit carburizing and de-ashing projects is
o (0]
A underway.

In order to ensure the highest quality and standards of the works performed the project management structure
was changed and expanded (among others by providing dedicated formal and legal support), overall project
supervision was strengthened and continuous, ongoing project risks monitoring was introduced.

In accordance with TAURON Group’s Strategy the process of spinning off the 910 MW unit’s construction project
out of TAURON Wytwarzanie S.A. was commenced. For this purpose the legal due diligence related to the spin-
off process and the review of the investment project’s financial model are underway. At the same time works are
In progress on agreeing the content of the project’s financing agreement under the new formula (term sheet).
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CCGT unit construction at Stalowa Wola Combined

P
Heat and Power Plant ‘/\

TAURON

POLSKA ENERGIA

On October 27, 2016 TAURON Polska Energia and PGNiIG agreed the conditions

of completing the Project

The documents signed by the companies, including:

= restructuring agreement

= amendments to the gas supply and power take-off contracts

= standstill agreement with the financing banks

align the existing commercial agreements to the unit's expected
commissioning date and to the current market environment, and also
guarantee the sponsors (TAURON and PGNIG) freedom in shaping the
manner of completing and further financing the project. They constitute
some of the key elements that enable completing the investment project
and achieving the project’s profitability.

Work progress: 85%

The current project completion plans assume that the investment project will be continued with the use of a
specialized company supporting the project’s coordination under the so-called EPCM (Engineering, Procurement
and Construction Management) formula. The entire scope of works remaining to be completed will be divided
into technology islands for which separate contractors will be selected. Currently preparations are underway to
announce the proceeding aimed at selecting the EPCM service provider.

According to the current estimates the completion of the CCGT unit’s construction in Stalowa Wola will cost
approx. PLN 400m and the unit should be commissioned in 2019.

25 of 40



CCGT unit construction at Stalowa Wola Combined N
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Restructuring agreement shall, among others:

= reflect the will of the Project’s sponsors (TAURON, PGNIG) to continue the construction of the CCGT unit, introduce changes to the
Gas Supply Agreement and Power Take-off Agreement and change the Project’s financing formula while maintaining the involvement
of the financing institutions,

= define the conditions of settling the liquidated damages that can be assessed by PGNIG under the existing Gas Supply Agreement and
the Project’s financial restructuring issues,

= define the direction of changes to the basic commercial transactions of ECSW, i.e. to the manner of purchasing gas fuel and selling the
electricity generated.

Changes to the power take-off and gas supply contracts shall, among others:

= envisage in particular making the pricing formulas market based,

= define changes with respect to the amounts, deadlines and methodology to be applied to assess liquidated damages due to the
untaken gas in connection with the Project’s completion delay.

Standstill agreement concluded with the financing banks (European Investment Bank, European Bank

for Reconstruction and Development, Bank Polska Kasa Opieki) shall, among others:

= guarantee that the institutions currently financing ECSW will refrain from demanding immediate repayment of the loans extended to
ECSW and satisfying their claims from the collaterals set up,

= give the Sponsors and ECSW time until March 31, 2017 to negotiate and sign the new documentation that would enable the
restructuring of the Project’s financing,

» define a case of a potential earlier repayment of the individual banks’ dues.
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Selected asset management initiatives
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In accordance with the new business model and the adopted Strategy of TAURON Group a new asset PO-SKA ENERGIA
and investment project management approach is being implemented and, as a result, the following
Initiatives have, among others, been launched:

Initiative

Assumptions

Effects

Upgrading the
existing 200 MW
units in order to

= Precondition for joining the program is the refund of fixed costs and upgrade
outlays incurred, e.g. through capacity market mechanisms

= Expected implementation of the program in the 2020-2021 time frame

= Adaptation to the market requirements by increasing the flexibility of the 200
MW units operation

Optimization of the capital
expenditures and maintenance
outlays

Adaptation to the requirements
of the electricity market and TSO

cleaning at TAURON
Group’s generation
units

L prepare them for the = Optimizing the overhaul and upgrade plans; dividing the units into 3 groups:
auction system units to be upgraded (adapted to the BAT conclusions), load following units
(Program 200+) (not required to be adapted to the BAT conclusions), peaking units (not
required to be adapted to the BAT conclusions)
= Volumes of coal sludge arising from hard coal rinsing and cleaning that can be Reduction of the variable
used for power generation purpose (:000 tons) electricity generation cost at the
_ _ following power plants:
sludge arising from _ i
hard coal rinsing and Jaworzno Il - Unit 2 fatowice
2. Jaworzno Il - Unit 3

Siersza - Unit 1 201 135 435 435 435 435
Siersza - Unit 2
ZW Katowice - BCF-135

* Consumption until 24.10.2016

Reduction of direct depositing in
the environment of the coal
sludge arising from hard coal
rinsing and cleaning
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Selected asset management initiatives

Initiative

Low Emission Elimination
Program

Assumptions

Program assumes increasing sales by connecting new customers in the
amount of 183 MW,

Scope of works includes, among others, constructing new segments of
the heating network, installing connections in 8 cities of the Silesia and
Dabrowa conurbation (Bedzin, Chorzéw, Czeladz, Dabrowa Goérnicza,
Katowice, Siemianowice Slgskie, Sosnowiec, Swietochtowice)

Financing using own funds as well as planning to obtain subsidies from
an external fund under the Operational Program Infrastructure and
Environment 2014-2020

Currently the investment project preparation stage is underway
(including, among others, business, economic and technical analyses,
program’s schedule, business plan)

It is planned that by 31.12.2016 applications for the Program’s financing
will be submitted to WFOSiGW

Planned completion September 8, 2023
Planned budget PLN 248m

TAURON

POLSKA ENERGIA

\;\

Effects

1. Rising TC’s (Tauron
Heat) revenue

2. Strengthening of TC’s
position on the local
market by expanding
the heat market
served

3. Achieving
a significant
environmental effect
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Efficiency improvement program e N
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Savings realized Savings planned

Segment Progress % Main initiatives

in Q1-3 2016 in 2016-2018

= Employment restructuring, reduction of labor costs and increasing their flexibility, organizational
measures

Mmmg PLN 77m PLN 255m = Use of electronic auctions in the purchasing process
= CAPEX plan optimization
= Optimization of upgrades and of other asset maintenance costs
: =  Employment restructurin
CEEENEN . O Purzhgsing efficiency imgrovement
(including RES and PLN 129m PLN 367m 35% S . : , ) )
= Optimization of the carburizing and de-ashing systems’ operation services
Heat) = Maintenance services costs control
=  CAPEX plan optimization
= Reorganization and employment restructuring
' = Asset maintenance costs control
Distribution PLN 65m PLN 390m “ 17% | * Purchasing efficiency improvement

= Qutsourcing of the storage services
= Sale of redundant real estate

= Employment restructuring,
Sl PLN 39m PLN 291m “ 149% = Reduction of the scope of IT services

© = Customer service costs and overhead (administration) costs control
= Optimization of the costs of promotional and sponsoring activities

Total PLN 310m PLN 1 303m 24%

In Q1-3 2016 under the Voluntary Redundancy Program TAURON Group’s headcount was reduced by 379 FTEs. Savings resulting from redundancies, decreased
by the costs incurred to generate these savings, are included in the amounts presented per segment
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Summary of actions/initiatives in Q1-Q3 2016 vs P,

: L O N
negative market factors # TAURON

POLSKA ENERGIA

Negative factors Actions and initiatives

Declining coal prices,
competitive pressures

the PM OZE
co-firing

Reduction of
support  for  the
(adjustment factor 0.5)

Preparing TAURON Group’s 2016-
2025 Strategy

Customer orientation —
comprehensive product and
service offering

PRO values - change of the
organizational culture

Deploying a new business model —
process based approach

Rising CO, costs

Drop of WACC for Distribution

Implementing another Efficiency
Improvement Programs worth PLN
1.3bn

Concluding agreements related to
Stalowa Wola Combined Heat and
Power Plant

Removal of the PM OZE support
for the hydroelectric power plants
with capacity above 5 Mwe

Strategic initiatives worth PLN

1.9bn

Reducing the planned 2016-2025
capex by PLN 2.2bn

Aggressive competition on the
electricity supply market

Strong growth of coal extraction
output at Brzeszcze Coal Mine —
Mining segment achieving positive
EBITDA in Q3 2016

PLN 310m in savings realized in
2016  under the Efficiency
Improvement Program

A
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Main challenges facing TAURON Group

Financing/debt level

Goal:

= Obtaining the financing for the projects
implemented

= Extending the debt maturity
= Net debt/EBITDA<3.5x

Stalowa Wola CHP

Goal:

Completion and commissioning of the project:
2019

Profitable operations of ECSW

‘;\

TAURON

POLSKA ENERGIA

Mining segment

Goal:

= Substantial increase of the extracted coal
volume (approx. 7.1 million tons in total
starting from 2017)

= Productivity growth to approx.
tons/FTE starting from 2017

= NBGT achieving the target yearly output,
i.e. 1.7 million tons/year

= Achieving, starting from 2017, sustainable
profitability of the mining segment at the
EBITDA, EBIT and net profit level

1 000

Actions/tools:

= Debt rollover on new, more favorable
terms

= Hybrid bonds issue
= NSV registered bonds issue

Actions/tools

Project’s inventory taking completed

Standstill agreement with EBI, EBOIR, Pekao
SA signed

Bank guarantees for the banks financing the
project submitted

Negotiations with PGNIG on changes to the
provisions in the power take-off agreement
and the gas supply agreement (making pricing
formulas market based)

Planned change to the Project's financing
formula while maintaining the financing
institutions’ involvement

Actions/tools:

= [nvestments in NBGT leading to the growth
of the coal extraction output (coal face
reinforcements, infrastructure purchase,
etc.), total planned 2016-2018 capex: PLN
250m

= Construction of the 800 m level at Janina
Coal Mine and the Grzegorz shaft at
Sobieski Coal Mine

= Optimizing the use of resources, synergies
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Thank you - Q & A N O
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Investor Relations Team

Marcin Lauer
marcin.lauer@tauron.pl
tel. + 48 32 774 27 06

Pawel Gaworzynski
pawel.gaworzynski@tauron.pl
tel. +48 3277425 34

Magdalena Wilczek
magdalena.wilczek@tauron.pl
tel. +48 32 774 25 38
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Legal disclaimer N U
# TAURON

POLSKA ENERGIA

This presentation serves for information purposes only and should not be treated as investment-related advice.

This presentation has been prepared by TAURON Polska Energia S.A. (“the Company”).

Neither the Company nor any of its subsidiaries shall be held accountable for any damage resulting from the use of this presentation or a part thereof,
or its contents or in any other manner in connection with this presentation.

The recipients of this presentation shall bear exclusive responsibility for their own analyses and market assessment as well as evaluation of the
Company’'s market position and its potential results in the future based on information contained in herein.

To the extent this presentation contains forward-looking statements related to the future, in particular such terms as "designed”, "planned”,
"anticipated”, or other similar expressions (including their negation), they shall be connected with the known and unknown risks, uncertainty and other
factors which might result in actual results, financial situation, actions and achievements being materially different from any future results, actions or

achievements expressed in such forward-looking statements.
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Electricity market price trends e
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# TAURON

POLSKA ENERGIA

Energia elektryczna

2015 2016 (until October 20, 2016) 2016/2015 (until October 20, 2016)
Platforms: TGE, TFS, GFl, : :
GPW-POEE Price (PLN/MWh) Volume (GWh) Cena (PLN/MWh) Volume (GWh) Price % Volume %
Forward BASE (Y+Q+M) 167.51 201 870 165.91 189 852 -1.0% -6.0%
Forward PEAK (Y+Q+M) 215.96 17 866 210.25 23231 26% +30.0%

i -0 .49 -3.00
Forward (weighted 171.45 219 737 170.75 213083 0.4% 3.0%
average)
SPOT (TGE) 156.40 25102 161.15 26 000 +3.0% +3.6%
(forecast)

Total weighted average 169.90 244 839 169.70 239 083 -0.1% -2.4%

Property rights (PLN/MWh)

CO; emission allowances(EUA/t)

Market prices (Q3- | Substitution fee and obligation for:

Certificate type

2016 average) CO, market analysts survey*
(updated in October 2016) Cena (EUR/I)
RES (PMOZE_A) 48.73 303.03 (14.0%) 300.03 (14.35%) 2016 average 6.02 EUR/t
RES from biogas plants s 2017 average 6.78 EUR/t
(PMOZE_BIO) 277.67 none 300.03 (0.65%) g
2018 average 7.10 EUR/

Coal cogeneration
(PMEC-2015)
Gas cogeneration
(PMGM-2015)
Methane cogeneration
(PMMET-2015)

10.63 11.00 (23.2%) 11.00 (23.2%)

2016 average price forecast by
TAURON (**updated in October
2016)

120.54 5.70 — 6.00 EURV/t

121.63 (4.9%)

125.00 (6.0%)

61.60 63.26 (1.3%)  63.00 (1.5%)

_______________________________________________________________________________________________________________________________________________________________________________________________________________|
* Sources: Point Carbon, BNEF, Consus, GDF SUEZ Trading, HSE, Mkonline, Societe Generale, TAURON 34 of 40
** Average price in January - October 2016 + TPE analysts’ adjustment 0



2016 BASE contracts
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PLN/MWh BASE Y-]-G GWh
185 - 5000
- 4500
180 -+
- 4000
175 - L 3500
- 3000
170 -
166,47 . 2500
165 - ; i !
- 2000
160 - - 1500
mmmm  Volume = Price Average - 1000
155 -
- 500
150 - - 0

6\' & & F P K '\, N A\ A~ of S
Ll R R W ™ A RS R R R &
Average price
[PLN/MWh] Volume [GWh]
Total 166.47 147 923
TGE 166.12 115729
including
non TGE 167.70 32193

B N

I A T s L s T o 2
S s

Average electricity price that takes into account 2016 one year BASE and PEAK contracts: 171.06 PLN/MWh, total 2016 BASE and PEAK volume: 164 728 GWh
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2017 BASE contracts

PLN/MWh

185

180

175

170

165

160

155

150

145

BASE Y-17

~
’\

TAURON

POLSKA ENERGIA

GWh
2 000

1800

1600

1400

1200

1 000

AT BT Y !

gl

Ll W il L

AN - S AN A S S < SN~ SN = S
Average price
[PLN/MWh] Volume [GWh]
Total 160.24 63 790
TGE 159.66 43 800
including
non TGE 161.52 19 990

Average electricity price that takes into account 2017 one year BASE and PEAK contracts: 164.07 PLN/MWh, total 2017 BASE and PEAK volume: 69 103 GWh
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2018 BASE contracts

PLN/MWh

185

180

175

170

165

160

BASE Y-18
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GWh

mmm Volume

155 \, —~ .
150 . | |.‘ ”I 1 '.H ‘n‘ I|‘Hl‘ ‘ : |\ " h 1 LII ‘ " I‘I || m mh " ||| ||I 1l |"|.|| ‘..I || ||.'|| .‘I .||| ". 0
T N VA S S - SDK M S S
& S & XS S 9
AN RN RN N SN N N AN N BN BN N N AN
DT AR AR AT DT AR AR ADT AR AR ADT AR DT DT DT AR

Average price

Volume [GWh]

[PLN/MWh]
Total 158.91 7718
TGE 158.82 4625
including
non TGE 159.05 3092

...................................................................... - 1000

Average electricity price that takes into account 2018 one year BASE and PEAK contracts: 161.45 PLN/MWh, total 2018 BASE and PEAK volume: 8 092 GWh
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2019 BASE contracts \/\
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PLN/MWh GWh

BASE Y-19

- 1000
169

167
165

163

161

159

157

Average price

Volume [GWh]

[PLN/MWh]
Total 162.76 596
TGE 162.93 508
Including
non TGE 161.75 88

Average electricity price that takes into account 2019 one year BASE and PEAK contracts: 162.76 PLN/MWh, total 2019 BASE and PEAK volume: 596 GWh
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Institution

J.P. Morgan Cazenove

Analysts covering TAURON

Analyst

Michat Kuzawinski

DB Securities

Tomasz KrukowskKi

Dom Maklerski mBanku

Kamil Kliszcz

Societe Generale

Barttomiej Kubicki

Dom Maklerski BZ WBK

Pawet Puchalski

Dom Maklerski PKO BP

Stanistaw Ozga

Dom Maklerski Banku Handlowego

Piotr Dzieciotowski

Haitong Bank

Robert Maj

Erste Group

Tomasz Duda

Pekao Investment Banking

tukasz Jakubowski

HSBC

Dmytro Konovalov

Institution

IPOPEMA
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Analyst

Sandra Piczak

Raiffeisen Centrobank

Teresa Schinwald

Renaissance Capital

Vladimir Sklyar

Trigon

Krzysztof
Kubiszewski

UBS Investment Research

Michat Potyra
Patrick Hummel
Tomasz Walkowicz

WOOD & Company

Bram Buring

Dom Maklerski BOS

Jakub Viscardi
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Thank you for your attention
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