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THE COMPANY SALE OF COALIN 2014--1H 2017 (in million of tonnes)

Lubelski Wegiel Bogdanka is one of the largest and most advanced hard coal mines in Poland, standing

at the forefront of domestic power coal producers. The extraction level of commercial coal in Bogdanka 9.2 8.6 9.1

IH 2017 amounted to 4.6 million tonnes, while in IH 2016 equalled 4.3 million tonnes.

The Bogdanka mine mainly supplies industrial customers located in eastern and north-eastern Poland.

The customer market is stabilised and sale is conducted mostly on the basis of long-term agreements.

The major directions of sale of commercial coal from LW Bogdanka are commercial and industrial

power sectors. The Company stands out in the industry with regard to its financial results, efficiency of 4.7
hard coal extraction and investment plans.

FINANCIAL AND OPERATING DATA
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TECHNICAL AND OPERATING DATA

: 3,187 3,128 6,920 6,757
Gross production okt Hann -19% et et -24%
MARKET SHARE IN THE PERIOD OF 2014 - 1H 2017
: 1,950 2,136 4,285 4,558
Net production Kt Kt 9.5% Kt Kt 6.4 % e
; 25.4% .
Coal yield 612% 683 % 71 p.p. 61.9 % 675 % 56 p.p. 24.9%
Coal sales 2,198 2273 36% 4378 46624 6.5%
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FINANCIAL DATA
428,376 436,920 848,945 902,086
Revenue (PLN'000)  (PLN"000) 20% (PLN"000) (PLN000) 6.3 %
104,034 138,815 227,379 318,635
EBITDA (PLN'000  (PLN'000) 83.4%  piN'ooo,  (PLN'000) 14.9% 2014 2015 2016 1H 2017
EBITDA margin 243%  318% 75 p.p. 327 % 353 % 26 p.p.
EBIT 17680 57731 — 96,565 147474 . . Share of LWB sales in the thermal coal market
(PLN000) (PLN"000) (PLN "000) (PLN"000) . Share of LWB sales in the thermal coal market — products sold
EBIT margin 41% 132 % 9.1 p.p. 1.4 % 16.3 % 49 p.p. to the commercial power plants
" 20,508 43,945 74,954 112,124
Net profit (PLN"000)  (PLN000) 114.3 % (PLN 000) (PLN000) 49,6 %

Net debt/ EBITDA 0.43 0.07 -83.7% 0.43 0.07 -83.7% FINANCIAL RESUI.TS
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DEVELOPMENT STRATEGY OF LW BOGDANKA SA

On 9 February 2017 the Parent announced its Development Strategy of LW Bogdanka S.A. from the
Mining Area of the Enea Group until 2025 (under the 2030 framework), including the dividend policy.
The adopted strategy reflects the 2030 Development Strategy of the Enea Group as it covers, among
other things, activities to meet the rising demand for thermal coal on the side of power and cogen
plants from the Generation Area of the Enea Group and to implement 10 strategic initiatives planned
by the Enea Group for the Mining area.

Vision

Bogdanka is a strong link in the value chain of the Enea Group and the efficiency leader in the mining
sector with the highest work safety standards.

Mission

By contributing to energy security of Poland, Bogdanka proves that it is a reliable supplier of coal for
commercial power plants able to maintain its competitive advantage and to continuously increase
the value of the Company, while improving its work safety and environment protection standards and
implementing innovative solutions.

In the course of the activities to formulate the Strategy, two development scenarios were prepared:

e baseline scenario, which assumes average production at a level of about 8.5 million tonnes

over 2017-2025 and capital expenditure amounting to PLN 3.7 billion (nominally) in 2016-2025;

* flexible development scenario, which assumes average annual projected production at a level

of about 9.2 million tonnes over 2017-2025 and capital expenditure amounting to PLN 4.0 billion

(nominally) in 2016-2025.

Taking into account the current and expected market situation, the Parent wants to implement the
flexible development scenario as part of its Strategy.
Based on the above assumptions the Parent will strive to achieve the following objectives by 2025:

* return on equity (ROE) of 10.9%

e return on assets (ROA) of 8.5%

e increase in nominal EBITDA by 44.0% (compared to 2015, after adjustment by revaluation).
The Parent assumes that it will strengthen its market position by achieving at least a 25% share in
the market of fine thermal coal for commercial power plants and, also, its financial position by a
further reduction in the UMCC by 10% in real terms by 2025, compared to 2015.

During the implementation of the Strategy, the Management Board will focus on the key areas of
operations of the Parent, which include:

1. Close cooperation and utilisation of synergies in the Kozienice-Bogdanka-Potaniec mining and

power generation area

2. Efforts to double the exploitable resources on the basis of the Ostréw deposit and to extent

the mine’s life to about 50 years

3. Implementation of strategic initiatives which include:

« feasibility study of construction of an integrated gasification cycle (IGCC) system for produc-

tion of fuel fo power generation within the ENEA Group;

* programme to continue improving work safety

* utilisation of the advanced high-performance face complex

 continuation of the “Smart Mine” programme

« effective waste rock management

 operator’s services provided by LW Bogdanka S.A., offered on the basis of high technological

and management standards of the Parent.
Until 2030, a key direction for the Parent will be the development of infrastructure in the Ludwin Min-
ing Area (Ostréw deposit) - according to preliminary estimates the Parent will spend there about PLN
1.2 — 1.3 billion (in real terms) after the year 2025. This project is to ensure that the shaft complex in
the Bogdanka Field can continue coal extracting after 2030.

DIVIDEND POLICY

In the medium and long run, LW Bogdanka S.A. wants to remain a dividend-paying company and the
Management Board intends to ask the General Shareholders Meeting for approval of dividends up to
50% of the net profits shown in the Company’s separate financial statements, prepared in accordance
with the International Financial Reporting Standards.

In the light of rapid changes in both Polish and global coal markets, it is a priority for the Management
Board to ensure financial and liquidity security for the Company. Therefore, the dividends recommen-
ded each time by the Management Board will depend on:

* current market situation

 generated operating cash flows

* planned capital expenditure and investments

* projected debt of the Company.

The above dividend payment policy will be reviewed periodically, and future dividend payments will be
made in accordance with the decisions of the General Shareholders Meeting.
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SALES STRUCTURE

11Q 2016 SHARE Q2017
Coal sales SR w68 % faaiies 975 %
Other activities (PE,\? ’ggg) 25% (PLS 123137) 1.6 %
::Le ;c:t:ri:zhandise L 00 0.7% (PLN ‘000) 09%
Total revenue RS 1000% o) 1000%
LUBELSKI WEGIEL BOGDANKA S.A. AT STOCK MARKET
INDICES:
* WIG - Mining
* mWIG40
* Respect Index . BGOIO ENEAS.A.
* WIG Poland
*WIG- DIV . 10% TriPzU s.A.
24°IO Others
* As at 7 September 2017, as per notifications from shareholders.
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DISCLAIMER

This communication material has been prepared by BOGDANKA S.A. (the “Company”). The information
contained in this material has been compiled and prepared with due care, based on facts and data
taken from sources believed by the Company to be reliable, in particular based on the Company’s
own research and estimates prepared on the basis of publicly available information, or Company data
not constituting inside information within the meaning of Art. 154 of the Act on Trading in Financial
Instruments. The Company shall not be held liable for any reason whatsoever as a result of the use
of the information in this material. No information contained in this material shall be construed as
a recommendation or as investment, legal or tax advice, nor is it an indication that any investment or
strategy is suitable or addressed individually to any investor. The Company does not guarantee that
the information contained herein is complete and does not accept any liability for the consequences of
investment decisions made on the basis of this material. Sole responsibility for such investment deci-
sions and any resulting losses shall lie with the investor. Every investor making an investment decision
in reliance on this material is obliged to make its own assessment of the risks and benefits of the sale or
acquisition of Company shares, based on all information made available by the Company in this material
as well as its current and periodic reports. Some information contained herein involves a degree of risk
and uncertainty, as it refers to events and is contingent on circumstances which either will or only may
occur in the future. Such information is based on assumptions relating to the Company’s current and
future strategies, and to the economic environment in which the Company will be operating in the future.
Accordingly, actual performance may significantly differ from the plans, objectives and expectations
expressed herein. Further, the Company notes that some of the information may become outdated, and
the Company does not undertake any obligation to update such information. This material is not an offer
within the meaning of civil law, nor is it a public offering within the meaning of the Public Offering Act,
nor is it a proposal, advertisement or invitation to purchase Company shares, and has been prepared
for information purposes only. Nothing in this material shall be taken as a commitment to enter into any
agreement or establish any legal relationship involving the Company.



