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Bogdanka S.A.

one of the leading hard coal

producers in Poland, standing out
in the industry in terms of financial
performance, productivity,

and investmentplans to access

new deposits.

Share in the hard coal market Share in the thermal coal market Share in the supplies of coal to the

in Poland in Poland commercial power sector in Poland

15.8% 20.8% 26.8%
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Letter of the President of LW Bogdanka S.A.
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DearSirsand Madams,

It is my pleasure to provide you with the
consolidated annual report of the LBbgdanka
Group for 2019.

It was a year when a recotfuteaking figure was

noted with respect to the mining history

of Bogdankareaching almos®.45million

of commerciakoal; it was also a year when we
closed the sales plan at a level of 9.4 million tonnes.

Higher extraction combined with an increase in our
contract prices in the previous year as well as
abetter yield (64.1% in 2019 compared to 60.5%
ayearbefore) translated into very good financial
results. Our revenue for that period amounted

to PLN2.2 million (up by 22.8%), EBITORLN 767.6
million (+63.6%), net profit PLN 308.7 million
(+473.9%). 83% of our sales were performed within
the EneaGroup, i.e. tdEneaWytwarzaniesp. zo.0.
andEneaElektrowniat 2 O /A SO

We retain a strong market position achieving in 2019
the share in the market of thermal coal sales

of 20.8%, and the share in the market of thermal
coal sales to commercial power plants of 26.8%.

At the end of last yeaBogdankéhas obtained from
the Minister of Climate a mining licence for the

(33,612 tonnes of coal, on 23 October 2019). Even
if we do not aim at breaking records, they are
aconsequencef our continuous efforts to search
F2N) ySs aztdzianzya
potential, its high technical culture and involvement
of our employees and possibilities which yet await
us.

We publish this annual report in the time of concerns
and doubts as to the ongoing pandemic whose
consequences for the economy can hardly

be predicted

As at the report publication date no interruptions

in our production were observed in connection with
epidemicrelated restrictions. Nevertheless,

we attentively monitor the situation and have taken
an array of actions with a view to minimising any
OKNBI §a
thus mitigating the related risk for continuity of our
operations. We have implemented relevant
procedures at work, increased the availability

of protectivegear and disinfectants, reduced
contacts with the external parties and implemented
a number of other actions. The whole situation

SEGNI OQliAzy 2F BIKIR ®BILE &R KBomroliedb a odiss managemenenterand

inthe/ & OMliding Area, with the exploitable
resources of about 66 million tonnes. This has
increased our resource base and allows us to better
plan the production in the long term. As thebKk7
deposit is situated in a direct vicinity of deposits
currently exploited by us, we are planning to start,

in aseveral years perspective, the extraction on the
basis of the existing infrastructure in thedl ST I y'5 &
Field.

We continue to improve our efficiency, striving

to better the operational excellence. In the past year
it was reflected in certain top achievements: monthly
production (903.5 tonnes in January 2019),

the biggestiongwall progress by the ploughing
technique (432 metres in July 2019), the highest daily
extraction from one wall by the ploughing technique

3

working teams, alert to an immediate response
atanyY2 YSy i o ¢KS DNERdzLIQa
responsibility and understanding to all taken
measuresand implemented precautions,
whichallowsus to maintain uninterrupted continuity
of mining.

As at the date of publication of these financial
statements it is very difficult to predict how the

situation will develop, and what adverse

02y &aSljdSy0Sa o6AF lyeo F2N
activity and its results it will bring. Possible risks are
described in this report.

We are dedicated to facing all possible challenges
strongly and effectively. We have at our disposal all
tools to do that¢ as the most efficient coal mine

FyYR O2y Gl

F2NJ 2dzNJ SyLi 2eSSaqQ

SYLX 2@

Iy R

in Polandwe generate sound financial result not
have debts, and our stability is additionally
reinforced by the fact of being a part of tiEea
GKS /2YLI yeQa

Our goal is to further strengthen the position

of LWBogdankaas the most efficient and most
Y2RSNY t2ftA&K YAYyS | yR
for all shareholders.

0daAt R GKS

Sincerely

3 . Artur Wasil
O Prgdidark cdtheMdiiagement BBBdi & >
of LWBogdankaS.A

Iy R

SSa &aKz2g

GKS /2YLIlyeQa 2LISNFGAyYy3
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Operating data

Gross coal extractiog 14.7 million tonnes
Production of commercial cogl9.5 million tonnes
Yieldg 64.1%

Sale of commercial cogql9.4 million tonnes

New excavationg 29.1 km

Workforce

Headcountat the end of 2019, 5,654 FTJs

Increase in headcount comparing to 2018%

Financial data

Revenue on salesPLN 2,157.9 million
Profit on saleg PLN 358.4 million
EBIT¢ PLN 375.2 million
EBITDA PLN 767.6 million
Net profit¢ PLN 308.7 million

[ 2
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Summary of operations
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Key events in 2019

Q1 2019

A resignation of a Management Board member
- Mr Marcin Kapkowski

Q2 2019

A RSONBFaS Ay ¢CL t %!
share below 5%

A release of the provision for Social Security
LyauoAddziAz2ye@tgd 6% {0
to contribution for accident insurance

A concluding an Annex witBneaElektrownia
t 2 O /A @itD provisions for 2021

A appointment of the Management Board
of LWBogdankés.A. to the new term of office

A session of the Annual General Shareholders
Meeting of L\Bogdankas.A.

A adopting a resolution regarding payment
of dividendfrom the 2018 profit

{®1 & Ay@SalySy i avitwEagRSEleKiownien & ( NIBBL | |

Ot Avya

Q3 2019

A changes in the Supervisory Board of BdgdankeS.A.

A session of the Extraordinary General Shareholders
Meeting of L\\Bogdankes.A.

A concluding an annex to the agreement wilnupa
Azotyzl | B\kokwet dzOISA.é

A concluding an annex to the Loflgrm Agreement
A obtaining of a hard coal mining licence for the
G[ dzotf Ay 1/ aRebstkeandka £y RSLI2 & A

A conclusion of an Annex to the Loteym
Agreement with ENEWYytwarzanieSp. @.0.

A concluding an Annex witBneaElektrownia
t20FA SO

Key events after the balance
sheet date

A court registration of the amendments in the
Articles of Association of WBogdankes.A.
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Organisation and business activities
of the LW Bogdanka Group
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Lubelsk? t 3 Bdgdankd LJs O |
Akcyjna

Address: Bogdanka21-013t dzOK Il O1 5 &
Lublin Province

{ o @

& G NHzO G dzNB
(the subsidiarieperform auxiliary functions to the operations run by the Parent), descriptions contained
inthe Report also refer directly to actions and events occurring at the Parent. Whenever any differences
occur, they are clearly indicated by relevant description and data.

FyR GKS FIFOG GKFEG GKS YlE22NRGe@

Legafform and regulations which
provide a basis for the Company's
activities

LWBogdankes.A. is a joinstock company

Phone: +48 8146251 00, +48 81 462 51 01 operating under the laws of Poland.
Fax: +48 814625191 . The Company operates on the basis of legal acts
WWW: www.lw.com.pl; www.ri.lw.com.pl which include the following:
IndustryIDNo. A Act of 15 September 20@0Commercial
(REGON):430309210 Companies Code (Dz. U. 2017.1577)
Tax Reg. No A Act of 9 June 2014 Geological and Mining Law
(NIP): 713-000-57-84 (Dz. U. 2017.2126)
Email:  bogdanka@Iw.com.pl
The founder of the Company is the State Treasury,
represented by the Minister of the State Treasury.
The Company may operate in Poland and abroad.
. . . The Company was established for an indefinite
Historyin brief term.
C ) () () I ) —_— ) N ) ) >
N \_/ —/ \—/ — N/ \_/ —/ \—/
17 January 1975 1 March 1993 29 December 1994 25 june 2009 4 January2012 4 February 2013 14 September 2015 29 October 2015 17 November 2017 20 December 2019

decision on construction transformation
of a pilot and excavation of a state-owned

mine inBogdanka

Bogdankavas one of the acompanywholly

in performance debut on the
of abanksettlement, \Warsaw Stock
as aresult of debt  Exchange
conversion, KWK

enterprise into

seven mines which were owned by the State BogdankeS.A. ceased

to be built in the Lublin
Coal Basin,

but ultimatelyit turned
out to be the only one
to materialiseafter the
project was suspended.

Treasury operating to be a company

under the business wholly owned by the

name:Kopalnia State Treasury, as the

2 t JKamiennego new shareholders

BogdankeS.A. (creditors) took
up4.0% of shares in
the Company.

3,208,111 employee  another lot of

EneaS.A. announcedLW Bogdanka S.A.

obtaining of the mining  obtaining of a hard coal

shares were introduced 34,754 shares were a tender offer for the became part of the Ened A OSy OS T 2 NJmiirgdicence farte &

to trading on the introduced. shares of

Warsaw Stock ExchangeWBogdankg @®! ®@Bogdankss.A.,
public float totals  in whichit stated
34,013,455 shares. that it intended to
As at the date acquire up to 64.57%
of publishingthis of the total number

Report, of votes at the
theremainingl35 / 2 Y LJ yé Qa
sharesare Shareholders

registered shares.

9

Meeting

Group.

a[dzot Ay t© 21 ¢
areas K6 and KT ¢
RSLI2aAl Ay
Mining Area

deposit in the Ludwin .haay

Mining Area

DSy SNI ¢

27T

iKS /803546
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88.7% | 100% | 100% 100%

_tolezall 9ySNHSuUE EkoTrans Bogdanka RG Bogdanka MR Bogdanka
g ¢} g
Sp. 2 0.0. sp. z 0.0. sp. z 0.0. sp. z 0.0.
producing heat energy, refurbishing, maintaining comprehensive transport organisation and services, deliveries and mining works for repairs, regeneration and production of steel
andassembling of power production equipment, recovery of spoil arising during coal shale washing LWBogdankeS.A. constructions, providingervices
producing drinking and industrial water and cleaning, reclamation services to LWBogdankzs.A.

l'a i GKS RIGS 2F adzoYAOGdGAYy3I GKS wSLENIZ [2 . 23RFyYy7] | wjthaskarelcdpitaldof PKN 750000 (bankrdptay procéedings iere MiBcantintied, thé 2oingaBydgeS notsl | OF R&  al &
conduct business). The ownership title to the shares was transferred to the Parent as security for financial settlentemgdoision of transport services. That company has not been included in the consolidation.

Changes in basic management rules A principles of granting, registering, return and including charging liquidated damages for their The Company has updated its existing
archiving powers of attorney (authorisations) inconclusive performance and controlling documentation and introduced the new ones
of LWBogdankaS.A. ) ; ) ; .
issued by the Company, payment deadlines in orderto increase transparency and streamline
rules of procedure regarding incoming letters A Uniform Rules of Work, adeliveryservice process.
In order to make the rules of management TNRY O2dNTias LINPAaSOdzi2 N I2AREOS vISYUR NEAS NRaty"0$ 2. Qa /9we ¢SEY FyR
of LWBogdankeS.A. more precise, the following A defining rules for signing cover letters reporting incidents in the national cybersecurity
were introduced in 2019: to agreementsannexes, arrangements to which system at LVWBogdankas.A.
o LWBogdankss.A. is a party A update of the Project ManagemeMethodics
A~ amendments to the Company's Organisational A uniform Terms and Conditions of Coal Sales atthe LWBogdankaGroup, the Rules for Project
Rules and the Organisation Chart, _ A rules for the granting of contracts which are not Categorisation at the L\BogdankaGroup,
A updated policy of Personal Data Protection subject to the Public Procurement Law andthe Rules for Updating Key Project List at the
applicable atthe Company, A rules for using car fleet at LBbgdankes.A. LWBogdankaGroup
A temporary distribution of responsibilities of the A rules for public procurement awards A updated Instruction of rules and manner
VicePresident of the Management Board, by LWBogdankas.A. for social services and of inventorytaking at LWBogdankas.A.
Procurement and Investments other specific services with the value of up to A updated Accounting Policy of the Company and
A" Appendix 17 to the Rules of Work and Bonus EUR 1,000,000 the LWBogdankaGroup companies
Payments to Sales Representatives dated A day-to-day technical and formal supervision over
29November2017, being an Annual Sales Plan the execution of concluded agreements,

for coal goods in 2019

10
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.-vv' Business activities of LW Bogdanka S.A.

LWBogdankeS.A. is one of the leading hard coal producers in Poland, LWBogdankas.A. has three excavation fields: Key customers [% of share in revenue]
standing out in the industry in terms of financial performance,

productivity, and investment plans to access new deposits. The thermal g Bogdanka TheCompany'snaincustomersnclude

hard coal sold by the Company is mostly used to produce electricity, A Nadrybie A the EneaGroupc EneaWytwarzanie

heat and cement. The Company's customers are mainly industrial A {GSTlys s A theEneaGroupcEneat 2 OF yA SO
companies, especially entities operating in the power industry, located A EnergeElektrownieh & (i NB2 Ot | |

in the east and nortfeast of Poland. L\BogdankaS.A. makes part A AzotyGroup-%2| | (Akofowet dzO IS &

of the EneaGroup, one of the leaders of the Polish power market.

7%
2%
7%

Leader in
effectiveness

Luniiski WeaieL

£ sochauii

o 5esy Il.ink igtge‘z Mosl;mzqﬁrggg:%coal Lisissl camaay = Enea Wytwarzanie “9ySt 9t STUNRBGYAS
chain et from 2009 Bl 1OFRE 11207 0FSNEDI 08 S UNR 6,
Pozostali

Production[million tonnes] Sale [million tonnes]

9,1 9,0 9.5 9.2 8,9 9,4
In 2019, the coal production structure was as follows:
A fine coalc 99.3%
A nutcoalg 0.0%
A peacoalg 0.7%
2017 2018 2019 2017 2018 2019

11
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Cuttingedge technologies

Licences obtained

LWBogdankg ®! & O NB& F2NJ A(Ga BheCimpanydhblds uraninifiglicerices for

and for the environment. It utilises the most extraction of hard coal from the following deposits: Wewould not have achieved this without:
advanced technologies and wortitass machines A Bogdankdt dzOK I Q1 5 & A our staffq highly skilled, sharing our advanced
and equipment in its extraction processes. A {GNI, RS &y technologyoriented culture, and focused
Asaresult, it is the leading mine with the highest A haiNk g on eﬁ|C|ent cooperatlon_ and common 9_0?“5
efficiency and effectiveness ratios in Poland. A K6, K7 A" our machines and equipmenthighly efficient,

The/ 2 Y LI yh@e@raund efficiency rate is twice

F gSNJ IS T 2As3umifgtahnyaReal productiddRat tieddve
of about9.0 million tonnes, the resources of the
areas considered to be of key importance to the
2030 Strategy alone will ensure about 50 years
of continuousexploitation.

a4 KAIK & GKS
sector.

Cost control

The Company continues to be the efficiency leader

AY t2flyRQa YAY
Optimisation Programme which is

pursued. Its strategy assumes further reduction

of the Unit Mining Cash Cost.

Ay3a asoidzl
consistently

Towardsa Smart Mine

We have built our success on smart solutions.

reliable, energy saving, well chosen to existi

Y & y A y geological and mining conditions, and enabl
the mechanisation of both core mining and
various auxiliary operations

our efforts to eliminate hard physical work and

dangerous work as far as possible by way
of mechanisatiorand automation
of undergroundwork wherever feasible

A our leadingedge computer systems
implemented in a variety of areas of mining

{0 @

ng
ing

operations to streamline technology processes,

to monitor machines and equipment and
to plan production, identify risks, etc.

The Company has a deposit management system:

A Digital deposit model (so far the only one
in Poland'shard coal mining industry)
A Digital maps of mine excavations

A Digital timetable of opening, preparatory and

extraction works.

As part of the programme, efforts are currently
underway to develop:
A Map of underground infrastructure facilities
A Central database.

12
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Production potential
of LWBogdankas.A.

Hard coal reserves. 2 3R y' 1 |

Reserve$million tonnes]

The mining area exploited by the Company

is dividedinto three mining fields: Totalbalance

A BogdankaField Industrial
A NadrybieField
A {0ST7 Figld 6 Operatingreserves

0 t- uadated &3 ht8BDedember 2019

year
2016 2017 2018
763.¢ 754.C 746.€
280.C 269.1 262.C
210.€ 203.C 195.¢

{®d!l & YR GKS [2
Difference
201¢ 2019201€
742.€ -4.2
247.2 -14.7
185.7 -10.2

In 2019 upon approvalof the Ministry of Environmentthe Companyeclassifiecand updateda portion of resources

Shafts of the mine are located in:
A Bogdanka
A Nadrybie

A {G8Fys s Hard coal reserves{ (i NI (i3 &ugdated as a

31 December 2019

While the lifting shaftsare locatedin: Reservegmillion tonnes] 2019
A Bogdanka <
g Totalbalance 146.7
A{iSTlyss otaibalanc
Industrial 27.5
The Company holds four mining licences for Operating reserves 22.2

extraction of hard coal: N .

A Bogdank®SLR A Gz O2 GONE DI 6@ Balanceregerves(coveredby the licence)
+¢ YAYAYy3 FNBF 6a8Fva oy/n3019upon rppreval fhgMipisirg
with the area of 73.3 sq. km, located in the of Environment the Company reclassified an
Communes of & O tusiwinandt dzOK | O1 5 g updated a portion of resources
in the Lublin Province

A ko RSLRAaAAGZT Do REaBD&WAY IGEKS 4
area (seams: 379/2, 385/2, 391) with the area
of 9.38sq. km, located in the Communes
of/ & Oandt dzOK | iDthesLablin Province

A h & ( Népdsit in theLudwinmining area,
situated in the area ofudwin _ t O,lhyali N &
LubelskiSosnowica] 1 OA ahetgdzOK | O 5 ¢ |
communes and municipalities, with an area |
totalling 78.67 sg. km; mining will be carried out
in seams 377/1, 379, 382 and 385/2

A K6, K7 depositin the & Omiding area,
situated in the area of & Osommune, with
anareatotalling 51.78 sg. km; mining will be
carried out in seams 379, 380, 382, 387, 389
and391

ogmO

Hard coal reservesh & (i Napdated as at
31December2019

Reservegmillion tonnes] 2019

Totalbalance 1,251.¢
Industrial 250.€
Operatingreserves 171.7

Hard coal reservesk-6, k7 - updated as at

31December2019
Reservegmillion tonnes]
Totalbalanceé

Industrial
Operatingreserves

2019
654.4

91.1
65.6

*Balancereservegcoveredby alicence)

*Balancereservescoveredby alicence)
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mavyY Development strategy of the LW Bogdanka Group
Development Strategy A flexible development scenaripwhich assumes Group
average annual projected production at a level A programme to continue improving work safety Corporatesocialresponsibility(CSR)
of LWBOgdan keS.A. of about 9.2 million tonnes over 2042025 and A utilisation of the advanced higherformance Because of its crucial importance to the region,
capital expenditure amounting to PLN 4.0 fgce co[nplex ’ o oneof i KS DNRdzZLJQ&a 3J2Ftas & Ffgladas AA
On 9 February 2017 the Parent announced its billion (in nominal terms) in 2018025. A 02 Y A Y dzl G A 2 )/ 2T UKS & { Y bdgrﬁess%ﬁe%uﬁ)ﬁs inlcw]%|%rh{é v)ftlYtﬁ'e rules
Development Strategy of LBbgdankaS.A- Mining o A effective waste rock management of corporatesocial responsibility (CSR) strategy,
Area of theEneaGroup until 2025 (under the 2030 Taking into account the current and expected A 2LISNI G2NDRa &S NIBogd&ka LINR %ﬁ\icﬁiﬁ'cﬁ:deé_éﬁsurihgzthe highest work safety

framework), including the dividend policy.

The adopted strategy reflects the 2030
Development Strategy of thEéneaGroup

asit covers among other things, activities to meet
the rising demand for thermal coal on the side

of powerand cogenplants from the Generation
Area of theEneaGroup and to implement

10 strategic initiatives planned by tfneaGroup
for the Mining area.

Vision

Bogdankas a strong link in the value chain of the
EneaGroup and the efficiency leader in the mining
sector with the highest work safety standards.

Mission

By contributing to energy security of Poland,
Bogdankaroves 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:

A baseline scenaripwhich assumes average
production at a level of about 8.5 million tonnes
over 20172025 and capital expenditure
amounting to PLN 3.7 billion (in nominal terms)
in 20162025

market situation, the Parent wants to implement
the flexible development scenario as part of its
Strateqgy.

Based on the above assumptions the Parent
will strive to achieve the following objectives
by 2025:

A return on equity (ROE) at a level of 10.9%

A return on assets (ROA) at a level of 8.5%

A and an increase in nominal EBITDA by 44.0%
(compared to 2015 value adjusted by the
impairment loss).

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 as well as its financial position

by afurther 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 KozieniceBogdanka 2 O | nfirling &nd
power generation area

2. Efforts to double the exploitable resources on the

basis of then & (i RIS AJ2 & A G

life to about 50 years

3. Implementation of strategic initiatives which

include:

A feasibility study of construction of an integrated
gasification cycle (IGCC) system for production
of fuel for power generation within the ENEA

FyR 2

SEGSyd

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 theudwinMining
Area f & (i Ndpdsit)- according to preliminary
estimates the Parent will spend there about PLN
1.2¢ 1.3 billion (in real terms) after 2025.
Thisprojectis to ensure that the shaft complex

in the Bogdanké&Field can continue coal extracting
after 2030.

standards, environmental effectiveness,

the protection of local biodiversity, the stimulation
of development and a guarantee of security for
local communities, as well as the effective
management of relationships with all groups

of stakeholders all these in line with the principles

of sustainable growth.

Dividendpolicy

In the medium and long run, the Parent wants
to remaina dividendpaying 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
LWBogdankg ®! ®Qa
preparedin accordance with the IFRS UE.

Planned coal production in 2042030 [million tonnes]

8,5

8

9,0 9,1 9,0 93 9,1
| 08 ] [ 05 ]
5 9.1 8,5 8,5
AY

Reached 2015 Reached 2016 Reached 2017 Av. 2018-2020 Av. 2021-2025 Av. 2026-2030

H Baseline scenario

14

O Flexible development scenario

4 S Libtaemeéns, FAY Il yOAL
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mavyY Development strategy of the LW Bogdanka Group

Pursuancef LWBogdankeés AQstrategyin 2019

= RESOURCES /)

—_— FINANCE COSTS  —

+100%
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Development strategy of the LW Bogdanka Group

Development strategy of the
subsidiaries

Developrrjent strategy
of _t O &Egedgdtykasp. zo.0.

The Management Board defined the following
strategic goals for the Company, to be pursued in the
years to come:

A extension of the Water Treatment Station (WTS)
¢ due to the technological needs of LBdégdanka
S.A. there are plans to continue this task in 2020
2021 (cooling fireextinguishing water tank)

A construction of a new boiler unit in the boiler
house inBogdanka; due to the necessity
to ensureuninterrupted supply of thermal
energy to customers (guaranteeing an additional
backup generating capacity for mitigating the
risk of breaks in heat generation); there are plans
to build a new boiler unit in the boiler house.

The parameters of this boiler unit will be selected
with due account taken for the applicable
environmental protection lawsthis year
aconceptof assumptions for 2022023

isto be prepared

A modernisation of the main heat linBogdanka
_ t Oltlyisitask will be performed with a view
to reducing significant transmission losses and
protecting the network against gradual corrosion,
thus making them available for use in
subsequent years.

Developmentstrategy Development strategy Development strategy

of MRBogdankasp. zo.0. of EkoTran8ogdankasp. zo.o0. of RGBogdankasp. zo.o.

¢KS O2YLIl yeQa aidNI §S3A0 322028 andl gh@erddzReSc¥mpany is planning Thecompany conducts and will continue to develop

A increase capacity in the area of mining machine to conductbusiness operations related to mining its operations involving auxiliary and preparatory
manufacturing and refurbishment waste management. The Company aims to recover works for the Parent, LVMBogdanke5.A.

A manufacture general purpose steel structures and recycle about 2.7 million tonnes of waste

A manufacture and regenerate mass products used generated by dry and wet coal processing annually.
by LWBogdankas.A.

The company's main objectives include:
modernisation and repairs of mining machinery
and equipment

A manufacture general purpose steel structures
in accordancewith all formal and legal
requirements

A works related to manufacture and regenerate
mass products used by the Parent

A repair and adaptation services for the office and
administrative infrastructure on the surface.
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Investment projects

Investment projects completed in 2019

In 2019 LWBogdank&aSA. performedthe plannedinvestmenttasks In this respect,in 2019 capitalexpenditurefor non-currentassetgotalled PLN399,963000.
Theplanfor 2019includedgroupsof tasks developmentand replacementinvestments,includingthe purchaseof machinesand equipment,their modernisationand repairs,enlargementof the mining waste neutralizationfacility aswell as
operationalinvestmentsjncludingconstructionand upgradeof workingsin the BogdankaNadrybie,and{ (i S ¥ Figlds gtc.

h & (i Nreldcg design works; a programme & zoning concept along with the concept of monitoring natural environment were developed; the Regional Entatdtoteation Directorate in Lublin issued
adecisionwhereby the Company is required to carry out an assessment of environmental impact of the planned investment.

Machine park
DEVELOPMENT Purchase and assembly of new machines and equipngint2019 LVW\BogdankeS.A. purchased and assembled machines and equipment for a total amount of PLN 7,337,000, including costs of assembling.
ANDREPLACEMEN TThemostimportant items include: belt conveyors, siftetidusters manoeuvre tractors and diesel tractors, ventilation locks, sif@likcrusher, device for lining disassembly in front of a wall, haulage

INVESTMENTS IN system of waste rock from the floor dinting.

LW BOGDANKA S.Arurchases of finished goods (machines and equipmettig finished goods worth PLN 27,649,000 were purchased. The most important items includeemageljransportation devicesngluding braking
trolleys, HUPA, hoists, mine transportation units), hydraulic pumps and aggregates, electric devices (including matarsgelpotent, flameproof transformer stations, flameproof bay of substation),
andother readymade devices.

Upgrades of machines and equipme@PLN9,576,000 was assigned for an upgrade of a cutting machine, suspended locomotives, hoists, belt conveyor, and watjepeuntit.e

Upgrades and repairs of machines and equipment longwall systemsthe amount of PLN 12,439,000 was assigned for periodical wagon repairs, wall conveyor and longwaiilicgahachine.

Enlargement of the mining waste neutralisation facility Bogdankag PLN 2,346,000 for works carried out as part of Stage | Part 2 with respect machines and electrical equipment. Designuwdece/ay
regarding enlargement as part of Stage II.

Switching stations and other electromagnetic syste@PLN 11,702,00Qinvestments included the upgrade of main fans in shaft 1.4, upgrade of driving system, shaft signadiisgrofbhine in shaft 1.3.

MCPP replacement projectsPLN 5,341,000 was assigned for further modernisation of steel structures and MCPP facade, installation of electromagatiis seyl installation opulsatorson dust
containers.

Construction and modernisation of facilities and installations related to core operatiqi2LN 10,775,000he investment includes modernisation of the central air conditioning systemiinS T wofth &
PLN5,934,000the remainder was used for modernisation of workshop building and other purposes.

OPERATIONAL New workings and upgrade of existing ones
New excavations were built in accordance with the applicable Mining Works Schedule. The total length of the gallery agp&ihg$investments in the whole 2019 was equal to 25.1 km (all 26.4 km) with

INVESTMENTS the value of PLN 226,358,000.
LW BOGDANKA S.AModernisation of workings with respect to reconstruction of galleries and vertical excavations was performed in accorttatheeagliopted schedules. Their total value amounted to PLN 69,054,000.

New licences
LY HamdsE KINR O2Ff YAYAY arkas Banyd&Sé TRNWIAKSH af ld2 t A/ /W RYSRO I &AY
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Investment projects completed in 2019
_t Ol &Eaeigbtyka

_t Ol eZza 1. ¥ Investment tasks completed in 2019 included: expansion of the Water Treatment Station in Bogdanka and projects relatdtiorprivansmission and distribution of heat.
SELSYRAGAINGE (G20t tSR t[b cZuToZnnnd

Energetykand LY Hnamd GKS /2YLIyeQs

other subsidiaries RGBogdanka

OF LIAGI f

of LWBOgdan ka In 2019CAPEZAmountedto PLN2,987,000, allocatedprimarily for the purchaseof a ploughfor floor dinting.

S.A. EkoTran8BogdankaMR Bogdanka

In 2019 incurred capital expenditure in the total amount of PLN 1,187,000. These expenses were related to material irszestment

Selected items of capital expenditure in the LBbgdankaGroup

ot[ b WYnnne PTE 201implemzz'fat2igi
New workings and upgrade of existing ones 328,43« 295,41
Maintenance of machinery 93,38( 57,00:
Obtaining new licences 6,85( 2,871
haliNs s CASER 8,191 864
Longwalls - 5
Other development investments 44,12¢ 36,55¢
ICT 6,74 3,081
Administration 20 81
Transport 2,18¢ 69¢
Other 7,157 3,3%
Total CAPEX in LW Bogdanka S.A. 497,08¢ 399,96!
_tOofezall 9ySNBSiGe|l 13,00( 6,27¢
Other subsidiaries 1,45¢ 4,174
Total CAPEX at the LW Bogdanka Group 511,54¢ 410,41(

Deliveries of devices for the ploughing system used for the exploitation of the first wall in seam 391, field VIII,

wererescheduledo January 2020.

PTE 201
implementation
(0]

89.9Y
61.0%
41.99
10.5%
82.8Y
45.79
405.0%
31.8%
47.4%
80.5%
48.3Y
286.7%
80.2%

PTE 202

293,58:
126,77¢
35C
2,95(C
166,75(
37,90¢
6,70%
30

95
5,47¢
640,62:
10,80(
2,73¢
654,16

As far as preparatory works are concerned, the Company in 2019 decreased the length of workings by almost 6 km

(with an estimated value of PLN 56.2 million).

18

Capital expenditure for excavations in 2019.

Value of the
Total value o )
coal from cabital Value of capita
Excavations and workstotal Depreciation methoc  Length [m] the . p expenditure [PLI
) expenditure [PL!
excavations W Yn
[PLN '000 !
Longwall excavations: natural 20,861.3
Basic excavations linear 4,208.5 81,84¢ 377,241 295 399’
Reconstructions linear / natura 2,730.1

*the total does not include the compound costs of borrowed financing of PLN 13,222,000

The total length of the gallery workings that were built in the period of 12 months of 2019 was equal

to 26,383.8m. The total expenditure on reconstruction of the corridor workings in that period amounted
to PLN69,054,000. The total expenditure incurred on the new workings and on the modernization of the
existing ones amounts to PLN 226,358,000.

Fractions are not included in the values indicated in the tables, because they are directly recognised in the
costs. However, fractions are included in the total length. In this case, this is about 1,314 m.

D
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Planned investment tasks in 2020

OPERATIONAL New workings and upgrade of existing ones
Plans assume the construction of new excavations, mainly longwall galleries, main gallerielseadisgs and the remainingdknological and access excavations to enable mining operations in seams 382,
INVESTMENTS OYypKHEZ oydE YR otdm AYy GKS .23RFYy1+S {GSFlyss> bl RNEcodSted. YR haiNbEs CASEtRaA® wSO2yaldNHOGAZYE 2F YA

LW BOGDANK2A.  New licences

The Company has planned expenditure for removal of carbon piezometers.

Longwalls
Purchase of a new ploughing complex.

h a (0 Neld
The Company has planned to continue the pursuance of design works and purchase of necessary land.

DEVELOPMENT
INVESTMENTS IN , _
Maintenance of machinery

LW BOGDANKA S'A'Purchase and assembly of new machines and equipment subject to asseqiitilyBogdankes.A. planned for 2020 the purchase of 1200 and 1000 conveyors, scraper comayeuyretractor, suspended
diesel and electric locomotive, JOY cutting machine, air barrages, OPW feedarjevice, screenspadheadingmachine, devices for floor dinting, device for disassembly of lining arches and the
electromagnetic block.

Purchases of finished goods (machines and equipmerg)anned purchases include: readyade transportation devices (including HUPA, transportation carriers, mobile fuel statjoinduic pumps
andaggregateselectric devices (including motors, electric equipment, flameproof bay of substation), and othermeal@ydevices.
Upgrades of machines and equipmegplans cover the upgrades of coal cutting machines, hoists, suspended locomotives apadihreadingmachine.

Upgrades and repairs of machines and equipmentd longwall systemgplans cover the repairs of wagons, wall conveyors and longwalcattalg machines.

Other development investments

Enlargement of the mining waste neutralisation facility Bogdankag there are plans to continue works on the enlargement of the facility as part of Stage | Part Il, and to start develoging desi
documentation for Stage Il as well as purchase of land for further stages.

MCPP replacement projectsthe project includes modernisation of steel structures and MCPP facades, replacement of jigging machines and adjustitiget of br .
Construction of facilities on the surface of tHéadrybie Bogdankaand{ U S"-FAIFigfIdgﬂnain portion of expenditure is to be incurred for the upgrade of the central air conditioning sysfera i8 ¥ y 5 &
Environment protectiong there are plans to build a pumping station at the/RE f IDitcif @ong with discharge of underground water.

ICT

As part of the ICT projects we plan to continue the development of the Integrated Production Management System and thkn8rRadject.

t C)T e Z3 ‘I [ _t Ol e 241 | ¢planredidieadiutelfor investments in 2020 is to be used for expansion of the Water Treatment Plant in Bogdanka, asaemiblyezfting installation in shaft 1.2, and projects
= related to production, transmission and distribution of heat as well as the purchase of material goods.

Energetyka and
other subsidiaries of Other subsidiaries of LW Bogdanka S.BkoTrans Bogdanka, RG Bogdanka and MR Bogdaplan to incur investment expenditure in the amount of PLN 2,739,000 for the purchase of finished goods.

LW Bogdanka S.A.
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Licences

Mining activities in the area of economic scale hard
coal mineral excavation must be compliant with
Geological and Mining Law.

A In the time horizon of the Strategy until 2030, the
key areas for the Company inclutdedzOK | DT 5 &
{ G NX (®3) @nglLudwin(th & G Nb &

A The Company obtained a mining licence for the
Ludwinarea in 2017. This allowed the exploitable
resources of the Company to be doubled.

A The Company obtained a mining licence for the
/ & Oarga in 2019. This allowed the exploitable
resources to be increased by 66 million tonnes.

A assuming annual coal production at the level
of about9.0 million tonnes, the resources of the
areas considered to be of key importance to the
2030 Strategy alone will ensure about 50 years
of continuousexploitation.

LW Bogdanka S.A. holds the following mining licences:

Deposit Licence Nc Granted or Expiry date
Bogdanka 5/2009 6 April 200¢ 31 December 202
K-3 3/2014 17 June 201 17 July 204
haiN» g 6/2017 17 November 201 31 December 20€
K-6, k7 10/201¢ 20 December 201 31 December 204

Permit Number Issuing authority  Granted on
Water permit for special usage of water resources, which covers: 31 Decembe
a) drainage of the LW Bogdanka S.A. mine in Bogdanka Lublin Provinc 2007
) - ) ) | AwWdLLLC
b) disposal of unused mining water from the pit water settling tank u: Governo
28 Decembe

0KS 2dziFt2¢ RAGOK Ayid2 GKS wo 2017
| 6AY 1+ NABSNI
Regional Minin
Authority 30 Marck
(h1Nx J2nd e 1993
D5 NJ)AnQibR

Permit to conduct mining / building works connected with mining waste

) L.dz.5/512/1/93/AC
dump extension

Regional Minin
Permit approving construction design for enlargement of the mining was L.dz.LUB/02/35/56/1 Authority 7 February 201

neutralization facility in Bogdanka /12/MS  (h 1 N J2Nd &
D5 NJ)inQibk

Expires on

31 Decembe
2017

27 Decembe
2021

20
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Trade agreements

As in previous years, LBbgdankes.A. concluded

new commercial agreements and, with respect

to longterm agreements already in place, negotiated

prices and volumes of deliveries for the following

years. The above activities resulted in nearly 100%

(asat this report date) of the volume designated for

sale in 2020 having been covered with agreements.

All significant agreements, material from the business

perspective, as well any changes therein have been

notified by the Company in current reports. In 2019,

the Company signed a significant annex to change

terms of the agreement with:

- EneaElektrowniat 2 O I §A, &announced
in CurrentReports No. 7/2019 of 30 April 2019
and No. 32/2019f 31 December 2019.

- Y%l 1 G\koRWet dzO IS.A.gas announced
in CurrentReport No. 26/2019 of 20 November
2019.

- EnergéElektrownieh & (i NBB®B.{ ab announced
in Current Report No. 27/2019 of 22 November
2019.

- EneaWytwarzaniesp. zo0.0., as announced
in CurrentReport No. 31/2019 of 12 December

A
A

P S T S S

Agreements between
LW Bogdanka S.A.
and MR Bogdanka sp. z 0.0.

supply of energy to the workshep
storage building

repairs of machines and equipmer
and their subassemblies

delivery of elements of machines,
equipment and steel structures
provision of repair and constructiol
services

repairs of transport units

lease, rental and lending for use
weighing service

performance of works on Saturday
Sundays and holidays

rental of mine bath

making and delivery of S36 and
S\£32 friction props

making a casing for a head

of storagereservoir 5fb and
transferring ownership title to it
performance of steel reinforcemen
structure for shaft 1.2 lining

2019.

Transactionswith related entities

In 2019 the Company and its subsidiaries concluded
no transactions with related entities which would
beindividuallyor jointly significant and would
beconcludedzy | o6l aAa
basis. Thefollowing table presents main agreements
in effect in 2019 entered into between LBbgdanka
S.A. and its subsidiaries.

2HKSNI GKEy

Ly FN¥Qa

b

T

Agreements between
LW Bogdanka S.A.
FyR _tOleéezall

heat energy supplies

A

water supplies and disposal of sewau
maintenance services of central
heating, usable warm water and
technological heat system devices
sale of thermal coal and electrical
power

lease, rental and lending for use

KSFGAYy3a 2F Ayt Sa |
(service and maintenance supervisio

A
A
A
A
- A

Agreements between
LW Bogdanka S.A.

9y S NE S lighd RG Badd¥hkalsp. 2092 @

performance of mining works and
provision of services in the
LWBogdankas.A. mine on busine
days

providing explosion works

lease, rental and lending for use
auxiliary works, haulage services
provision of higherank mining .

Ndueiision 8eWieel i thé fiding U
facility

NByidlFt 2F LINBYArAaSa
Energetyka for PSG and POS
departments

weighing service

cold water supplies and waste water
RA&LRAEALFE FNRY
service and maintenance

of wastewaterpump station, sewage
disposal installation and network

investor supervision

t Sy3dk

TNRY

odzAf RAy3a

tOlezall

AY %l 6l Rs 6

/

¥

Agreements between
LW Bogdanka S.A.
and EKOTRANS Bogdanka sp. z 0.0.

A disposal of nordangerous waste
(waste rock)

A reclamation of land owned
by LWBogdankdocated
inNadrybie2 A ST

A rental of office space in a multi
functional building

In 2019, LMBogdankesS.A. was bound

by a power purchase agreement with
EneaS.A

For more information about agreements
with the EneaGroup and companies
controlled by the State Treasury, see Note
29 of the Financial Statements

of LWBogdankas.A. for 2019.
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Information on financial
instruments, bonds

Information on derivative financial
instruments

As at 31 December 2019, the Group did not hold
any open financial instruments.

Bonds

As at 31 December 2019 the Group:

A did not have active agreement regarding
bond issue

A did not have any issued and unredeemed
bonds.

22
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Assessment of the Company's possibilities
to enforce its investment plans

As at the date of this Report, the Group sees
nothreat as to the possibility of acquiring
additional debt financing, but points out to the
risk that the costs of its acquisition and servicing
may be higher than those currently incurred.

Lease and rental agreements in 2019.

In 2019 total revenue of L\BogdankeS.A. under
lease and rental agreements for land, premises,
machines and devices amounted to PLN
2,729,000 net.

Position of the Management Board

of LWBogdankaegarding the possibility

of achievingpreviously published forecasts
for the year in question, in light of the
results presented in the separate annual
report in relation to the forecast results

LWBogdankalid not publish projections
of financialresults for 2019.
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Agreements concerning loans and
borrowings

Information on loans incurred and granted

In 2019 the Company did not contract or grant any

loans or terminate any agreements concerning loans.

Information on sureties andjuarantees
provided and received

In 2019, the Company did not grant (or receive) any
sureties.
Guarantees granted by LBbgdankes.A.

In 2019, LMBogdankeS.A. did not provide any
guarantees.

Agreementsconcerningthe & dzo & A Rolris NA S a Q
andborrowings

_t O1 &EgetgdtykeSp. m.0. continues the
repayment of the loan granted in accordance with
anagreementof 9 June 2014, t O1 &EReitgétyka
sp. zo.0. was granted a loan (of PLN 26,580,000)

by the Provincial Fund for Environmental Protection
and Water Managemeng(C h | A iDRublin,
whichwasallocated to financing the construction

of the Water Treatment Station iBogdanka
completed in February 2016. The loan bears interest
of 0.7 of the rediscount rate set by the Monetary
Policy Council, not less than 4.0% annually. The loan
will be repaid in instalments until 31 July 2024.
Except for the above loan, between 1 January and
31December2019_t OT &E@edgitykasp. z0.0.

did not use any thirgbarty financing for its

operations.

In 2019 the SubsidiarieEkoTran8ogdankasp. z
0.0., R@GBogdankasp. zo.0., MRBogdankasp. zo0.0.,
did not grant, incur or terminate agreements
regarding credit facilities and loans.

In 2019 LMBogdankas.A. had one active loan agreement (amended by annex No. 1 concluded on 30 November 2018 and
No. 2 concluded on 16 October 2019). The agreement expired on 29 November 2019.

Start date End date Lender

16 December 201¢29 November 201' mBank S.A.

Amount of loan
INF yiSR

Interest rate Debt (loans) as at 31

100,000 WIBOR 1M + margin -

hLISNF GA2ya 2F [ 2

550SY0SNI Ham oYM Pegod
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Overdraft
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Coal prices on the international

China USA Russia
market
A approx. 3.8 billion tonnes of coal were produced A production in 201%; 626.1 million tonnes;8.5% A production in 2019; 440.7 million tonnes,
in 2019, +5.6% compared to 2018 (3.6 billion compared to 2018 (684.0 million tonnes) i.e.+0.2% yly
tonnes) A exports in 201€, 192 million tonnes, similarly
CIFARAcoalprices A consumption in 2019 amounted to 541.0 million asin 2018
A imports in 2019 were 299.7 million tonnes and tonnes.-13.4% comparing to 2018 (625.0 million
A were higher by approx. 6.7% compared to 2018 tonnes)
USD 56.9/tonne the average coal price (281.0 million tonnes) A exports in 201€ 85.5 million tonnes of hard

(CIFARA in Q4 2019, i.37.9% (compared coal,-18.6% yly

to USD 9T//tonne in Q4 2018)

A comparing to the average coal price (CIF ARA) 110.0
NQ3u nmMdpE 0! {5 prodpkiz2yySos AiQ& I RSONBI &S
by 1.0% 100,0
A average price in 2019 was USD 60.8/tonne, down
by 33.7% yly 90,0
Inventoriesin ARAports
80,0
A 6.1-6.5 million tonnes of coal inventories at the
end of December 2019 in ARA pattas at the 700
end of September 2019 the level was 7.2 million ’
tonnes.
60,0
Pricesin the g 2 NImRifpdrts
A The average coal price FOB Baltic Port®42019 50,0
amounted to USD 53.1/tonne, i.688.7%
(USD86.6/tonne) compared to Q4 2018 40,0
A comparing to the average price in Q3 2019, o . | nQ nQ IVQ 1Q nQ noQ IVQ IQ nQ nQ IVQ
(UsDB2.8ftonned = A Qa +y AyONBLas [@Sp/tonng ciz
A average price in 2019 was USD 57.0/tonne, 2017 2018 2019

i.e. down by 34.2% yly (USD 86.6/tonne)
e C|F ARA FOB BP
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Fine thermal coal prices in the
domestic market

Finethermal coalprices

13,0
A in Q4 2019, the average annual price of fine
thermal coal for commercial power plants was
PLN 11.69 per GJ, the change dynamics was 12.0

ca.9. ™ yly

A in 2019 (PLN 11.49 per GUp by 9.4%
compared to 2018. (PLN 10.50 per GJ)

A average heating value of fine coal for 11,0
commercial power plants was about 21.2 GJ

10,0

Pricesbasedon the PSCMindex
A in Q4 2019the average price based on the 90

PSCMI index was approx. PLN 12.15 per GJ, '

which compared to average price in Q4 2018

(PLN 11.24 per GJ) represents an increase

by approx 8.1% 8,0

7 | Il I \Y I Il 1 \Y | 1] ] \Y

A in 2019 the price stood at the level of PLN 11.99 wl K% w Q Q Q Q Q Q Q Q Q Q Q

per GJ, PLN 10.95 per GJ in 2018, increase 2017 2018 2019

by 9.5%
e Commercial power plantsfine coal =R=2 PSCMI Indexfine coal 3a L 1 YAl O8&
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Business environmertdomestic market
Production, sales and stocks
of thermalcoal at the end of 2019
in the domestic market
60,0
Production of thermal coal in Poland
A in 2019, the production of thermal coal 50,0
amounted to about 49.6 million tonnes,
whichrepresentsa decline of 3.3% yly
40,0
Sales of thermal coal market in Poland 30,0
A sales in 2019 amounted to about 46.7 million
tonnes, including about 31.2 million tonnes 20,0
of thermalfine coal sold to commercial power
plants
A sales of thermal coal decreased by about 7.3% 10.0
in comparison to 2018 ’
0,0

Inventories of coal in Poland

A the level of thermal coal inventories at the end
of 2019 totalled 4.6 million tonnes (at the end
of 2018¢ 2.0 million tonnes)

26

2017 2018

B Thermal coal production ® Thermal coal sales

YR GKS
2019

Inventories at end of period
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Business environmertdomestic market
Production, sales and stocks
of thermalcoal at the end of 2019
in the domestic market
Keycustomersof thermal coalin Poland 35
Commercial power plants are the main recipients 314
of thermalcoal in Poland. They bought about 31.2 30
million tonnes of thermal fine coal. The most
important customers from the commercial power 25
industry are as follows:
A Tauron 20
A PGE
A Enea 15
A PGNIG
A ENGIE
A ENERGA 10
5
Sales of thermal coal market in Poland
In 2019, about 46.7 million tonnes of thermal coal 0
2017

were sold in Poland. 45.6 million tonnes of thermal
coal were delivered to the domestic market,
including39.4million tonnes of thermal fine coal.

Export of coal

About 3.7 million tonnes of coal were exported,
including approx. 1.1 million tonnes of thermal coal.
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Sales of thermal coal to commercial power plants

32,4

2018

31,2

2019
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Business environmertdomestic market
Electricity generation in Poland
Power generation by wind farms My n- ann
Electricity generation total A Wind farms produced 13,908Wh
) o of electricity, which represents an increase I
A In 2019, the production of electricity Mcna AAn

totalled about 158,76 GWh which
represents a decrease of 6.4&Wh
(.9%) versus 2018.

Power generation from coal

A Coal was the main fuel used to produce
electricity. In 2019 it was used to produce
119,692GWh which was a decrease
by 11.755GWh(-8.9%) compared to 2018.

A In 2019 coal accounted for 75.4% of total
electricity production in Poland, but its
share in the fuel mix went down by 4.2%
in comparison with 2018.

Power generation from hard coal

A Hard coal was used to produce 78,190
GWhof electricity (almost 5.1% less than
in 2018)

Power generation from lignite

A Lignite was used to produce 41,562Vh

of electricity (15.4% less compared
to 2018).

of almost 19.1% in comparison with 2018.
Wind made up about 8.8% of electricity
production.

Power generation by gafired power stations

A

Gas power plants produced 12,08%h

of electricity, which was an increase

of 26.2% compared to 2018. Production
of energyin gas power plans achieved the
highest growth dynamics yly.

Electricity consumption on the domestic
market

A

In 2019, the production of electricity
totalled about 169,39GWh which
represents a decrease of 1,5Nh
(-0.9%) versus 2018.

Foreign sales balance

A

The balance of foreign exchange

of electricpower in 2019 was 10,624
GWh in 2018 the figure was 5,718Wh
(+85.8%).

nn
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nn
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Description of risks, threats and
factors which, in the assessment
of the LWBogdankasroup,

will affectthe achieved results

Risk management

Risk management process:

A SyadiNB aSOdNRdGe 2F GKS
A ensure effectiveness of decisions focused on the
maximisation of profit at an acceptable level

of risk

Systems in place:
A Integrated System of Enterprise Risk
Management (ERM) at thieneaGroup

Riskmanagemenprocess

Principal rules, procedures and documents serving
asabasis for the risk management system:

Corporate Risk Management Policy at freea
Group

Corporate Risk Management Methodology at the
ENEA GroupERM procedures

the LWBogdankeGroup Risk Register

the LWBogdankeGroup Risk Map

list of key and material risks of the LBégdanka
Group

programs of key risk mitigating measures at the

2 VB e s 2L0SNF A2y

Do DeTele Do I»

Risk management process

LWBogdankas.A., as part of the integration process
within the EneaGroup and in line with the relevant
DNRdzLJ NB3Idz | GA2y&as AdSo
520dzySyida¢s KI a
the ERM system to be applied in the Group
companies. As at 31 December 2019 a Parent Risk
Register was updated in accordance with Ereea
DNR dzZLJQad aSiK2R2ft2380¢

The Parent provides information and reports on the
outcomes of the ERM implementation aitsl
development to the Supervisory Board and the Audit
Committee.

In subsequent periods, the system will be further
adapted to the needs of the Group with a view

to increasingts role and effectiveness, based on the
existing experience and outcome of the system.

The following bodies participate in the risk
management system of LBbgdankas.A.:

the Supervisory Board

the Management Board

the Audit Committee

Managers of organisational units at the Parent
risk owners

Risk Management Department

Do T Po oo

{0 @

lj

AYLE SYSy i

Established environment

KS
9

Goals and
objectives

Risk identification

Risk analysis

Communication

Risk estimation

Risk handling

NE

Monitoring and review

Established

environment

Goals and objectives

Risk identification

Risk analysis

Risk estimation

Risk handling

The risk management
system of the Company
covers all areas of the
business.

The system is aimed
atidentifying potential
risks and opportunities for
the enterprise.

Risks are identified by Ris
Owners (persons holding
managerial positions

in the organization)

Risks are valuated

in accordancewith
predetermined scales

of probability andpotential
impact of risk materialisation
in three areas

Risks that received a total
score in excess of a certain
value are considered key
risksq significant for the

/ 2YLI yéeQa 0 dz

For the key risks,
actions/plans aimed

at minimisingthem

and mitigating the possible
effects of their occurrence are
established and accepted

by the Management Board

29
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Main risks to the Group by category

Business environment
and market

A Risk associated with the social
and economic situation in Poland
and the world

A Risk associated with the
economic policy of the State
in relationto the hard coal
mining sector

A Risk associated with the levels of
prices for raw materials for
power production in Poland and
the world

A Risk associated with the specific
nature of mining sector
operations and the possibility of
unforeseen events

A Risk of restrictive EU climate
policy also with respect to the
CO2 emissions

A Epidemic risks

A Risk of temporary limitation of
supplies to customers

P

oo P

Operational Financial
Risk associated with the launch A" Insurance risk
of extraction of new deposits
at LWBogdankas.A.

Technical and technological risk
Risk associated with high costs
of technologiesapplied

by LWBOGDANKS&.A

Riskof IT systems malfunctioning
Risk of difficulties in supplies

to LWBogdankg ®! ®Q Odza (2 YSN&E
performed through raitransport
Customeiinsolvency risk

Risk associated with the strong
position of the trade unions

Key supplier risk

Risk of price fixing by the
suppliers

30

Environmental
protection

A Risk associated with reclamation
and mining damage

A Risk associated with tightening
of standards and regulations
of law with respect
to environmentalprotection and
the obligation to obtain permits
for the economic use of the
environment

A Risk associated with
management of waste generated
after extension of the mining
area

A Investment risks associated with
protected areas

Legal

Risk of change to tax laws

Risk of real property tax

on miningexcavations

of LWBogdankes.A.

Risk of a change in the law and
its interpretation and application
Risk of violating the stock
exchange disclosure
requirements
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Risks associated with the social
and economic situation of the
Group

Risk associated with the social and economic
situation in Poland and the world

Factors that influence the financial results

of LWBogdankes.A.:

A the rate of increase in domestic and global GDP,
including the rate of increase in industrial
production

the demand for electricity and heat energy
prices of raw materials on global markets

the level of inflation

the rate of unemployment

exchange rate fluctuations.

Countermeasures: monitoring all factors, adapting
the activities to the market situation and business
environment, planning future actions, controlling
costs, entering into longerm agreements.

Risk level low

Risk associated with the economic policy of the
State in relation to the hard coal mining sector
Plans of the Government concerning enterprises
operating in the hard coal mining and power
engineering sector have a significant influence

on the market position of LVBBogdankeS.A. An
dzLIRF G SR &a5NF Fi 2F t2ft yR
was adopted on 8 November 2019. The assumption
of the dratft is that Polish economy will continue

to bebased on hard coal. The annual consumption
of hard coal in the commercial power sector will not
increase, but due to higher demand for electricity
the share of coal in the structure will change.
Thetotal share of coal in electricity production will
stand at a level of approx. 56860% in 2030. These
assumptions give a positive sales perspective,

o o o o Pe

high

whichthus means retaining the production level by
LWBogdankas.A.

Risk level low >

Risk associated with the levels of prices of raw
materials for power production in Poland and the
world

The prices of thermal coal and raw materials
alternative to thermal coal (crude oil, natural gas,
renewable sources) are the main factors shaping
the prices of raw materials on global markets,
andconsequently on the domestic market.

Thisis of key significance for the activities
conducted by the Parent. Since the beginning

of 2019 a periodof priceincreases has been
followed by price drops, and this adverse trend
continues from the beginning of 2020.
Thisprimarily results from supply and demand
situation of the largest customers of imported coal
in Europe, whiclis a consequencef, among other
things, high temperatures recorded in the winter
season.

In 2019, in the domestic market, the prices

of thermal coal continued the increases which
started in 2017. However, due to these
exceptionally high temperatures in the winter
period, coal consumption by commercial power
plans and heat power plans was reduced, which
translated into an increase in the level of coal
mounds in mines as well as power plants and heat

high

qPOWEERBR B Lozt A O8 dzyii At

Risk level low medium high

Risk associated with the specific nature of mining
sector operations and the possibility of unforeseen
events

The operating activities of LBbgdankes.A. are
exposed to risks andangers resulting from the

specific nature of conducting activities in the mining

industry.

These include:

A events associated with the environment
(e.g.industrialand technological malfunctions)

A extraordinary events, e.g. geotechnical
phenomena, mining disasters, fires or flooding
of excavations with mine waters

A mining damage.

The consequences may include:

A temporary suspension of operating activities,
losses relating to property or financial assets

A work accidents, including fatal accidents

A potential of the Company being held legally
liable

Countermeasures:

A strict compliance with occupation health and
safety rules

A ongoing monitoring of risk on particular work
positions

A taking precautions.

The following factors are also of importance:

A use of advanced and reliable mining machines
and equipment, which reduces the risk
of industrialmalfunctions

A no geological disruptions and the fact that the
mining seams are relatively regularly laid out

A relatively low costs of repairing mining damage
resulting from the low urbanisation of the area
in which the mine extracts hard coal

A high qualifications of the personnel.

Risk level low

Risk of restrictive climate policy resulting

high

Hnann

in‘’changesn the applicable laws

9! Q4 NBAGNROGAGS OftAYLFGS
emissions of greenhouse gases, higher sourcing

of energyfrom renewable resources and higher
energetic efficiency.

In the Polish energy sector, a great majority

of electricityis generated on the basis of coal
(hardcoaland lignite). The production of electrical

or heat energy from coal is connected with

significant C®emissions. 2019 saw a significant
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increase in C@prices, which translates directly into

an increase in costs of coal burning.

These limitations or introduction of stringent

standards or emission limits of £8Q, NQ,

andother chemical compounds as well as
acontinuousgrowth of prices of C@mission rights
may cause significant difficulties with
competitiveness and making decisions
oninvestmentsin thermatbased production

or heatcapacities. As a result of the pursued anti

smog policy, new legal regulations have been

adopted with respect to quality standards
applicable to coal sold on the Polish market.

In consequencethe above restrictions or plans

of further amendments in law may cause further

decrease in the demand for coal in general, or for

coal of lower quality. It may have a negatiwgact
onthe sales of coal by LBbgdankeS.A.,

andin consequencemay have a negative impact on

iKS DNRdzLIQ& FAYI yOAL

Countermeasures:

A active involvement in consultations conducted
by the Polish mining sector in order to minimise
the above risk for domestic coal producers;

A monitoring any amendments to the Energy Law
or other acts, and assessing their potential
AYLI OG 2y GKS DNERdzZLIQ&

Risk level low

NBadzg Gao

high

LfAOe tSIRa G2 f

2LISNI A2y &ao
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Risks associated with the social
and economic situation of the
Group

Epidemic risks

At the end of 2019 news wapread with its origin
in Chinaabouta novelcoronavirusSARSC ov2
causinghe COVIEL9diseased abronavirug 0 ®
Asat 31 December2019 theviruswaspresent

on alimited territory, butduringthe first months
of 2020 thesituation developedrapidlyand the
coronavirusspreadglobally(arrivingalsoto Poland
at the beginningof Marchthis year).

At thepresentmoment theD NB dapé€ations
havenot beenmateriallyaffectedby threats
causecby thecoronavirusthet | NBy i Q&
Management Boarthowevercarefullymonitors
the level of this threat simultaneouslytaking
actionsto minimisethe virusthreat and adverse
effectsresultingtherefrom. At thepresentstage
it isverydifficult to predicthow the situation
relatedto the describedthreat will developand
what adverseconsequencegf any) it will bring for
the/ 2 Y LJI gpéralirigactivitiesandfinancial
standing.

Actionstakenby LW Bogdanka S.A. in order

to mitigatethe describedriskas much apossible
includetemporarylimiting businesgrips and
meetings increasingavailabilityof cleaningagents
disinfectionagents andother equipmentfor the
employeesbersonalprotection, introducing
relevantwork procedures(e.g shift work), change
in timetable of enteringand exitingthe mine by the
staff, information campaigraddressedo all
employeesaswell ascarefulmonitoring of
directionsof its employeesiravels(includingtheir
familied other membersof their household$.
Keyactionstakenby the Groupalsoinclude

32
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adjustingits proceduresto the requirementsof the
Acton specificsolutionsrelatedto prevention
counteractionandfighting COVIBEL9adopted

bythe lower chamberof the Parliamentthe Sejm)
2y H al NODK HAHANX®E D

on specific solutions related to prevention,
counteraction and fighting CO\A® adopted

by the lower chamber of the Parliament (the Sejm)
2y H al NOK HAHNX®E D

Inrelationto the existingthreats, the Management
Boardis workingon alternative scenariosof the
mine functioningfor the event ofexpandinghe
pandemicor anyemployeesat the Companyor its
subsidiariedeingfound positivewith coronavirus
TheD NEB dapéfatingactivity maybe materially
affectedwith changeswhichwill then be reflected
in its financialresults Thesituationalsoapplies

to employeesof externalentities providingthe
Company withminingservices, asell asits
suppliersand customers Thedifficultiesin the area
of humanresourcesmpactingthe Groupandits
businesgartnersmaymateriallyaffectits
operatingactivity and thegeneratedfinancial
results

Theassessmendf theimpactof the current
circumstance®n the Parentand thewhole Group
aswell asits market environmenis beingcarried
out onanongoingbasis as aresultof this analysis
the Groupis preparedto flexibly respondand
adjustproductioncapacitieso thet | NBy (i Q&
feasibilityand/or the marketneeds Theassumed
levelof productionandsales and inconsequence
the forecastedfinancialresultsof the whole Group
dependon which scenarioswill be pursued
Thesamerestrictionsrefer to the assumedevel

of the performance of CAPEMherethe
expenditurefor preparatoryworksmakesthe

largestportion.
Risk level low mediumm

GKS |2

23Ry |

Riskof temporary limitation of supplies

to customers

Warm and windy winter brought a lower
production of electric power by commercial power
plants which receive more than 90% of coal
produced by LWB, therefore there is a risk

of aperiodicreduction of collection volumes by key
customers. Longerm agreements, which regulate
majority of LWB sales provide for the possibility
to increaseor decrease collection volumes in the
framework set out in the agreement. The purpose
is to introduce more flexibility to sales schedules,
and further- production schedules in order to keep
optimum conditions and costs of the mine work.
The Company mitigates the above risk

by introducingflexible work mode, which enables
it quickand flexible commissioning work
onweekendsto companies providing mining
services to the mine. Outsourced services provided
in respect to work on weekend constitute variable
cost incurred accordingly to customer demand for
additional coal volumes.

Risk level low high




B s NBEOG2NEQ wS L2 NI
e

VY

Risk management

2y hLISNI A2y a

2T

[ 2 23REFY I

Risks directly associated with the
Group's operations

Risk associated with the launch of extraction of new
deposits at LWBogdankaS.A.

A material aspect of the operations conducted by the
Company is the necessity to secure future extraction
possibilities by providing access to new coal
resources.

Restriction of the mining capacity may shorten the
life of the mining plant and/or reduce the assumed
level of extraction of hard coal, and therefore
decrease future financial results of LBdgdankeS.A.
and the Group.

As a result of measures taken so far by Bégdanka
S.A., in November 2017 a mining licence was
2001 Ay SR aTARIRERBGEVINNg
Area) and in December 2018 mining licence was
2001 Ay SR-6%2 & R KA Miting 0
Area), which allowed the held resources

to beincreasedhearly twofold and ensured raw
YFGSNRFEa o0FasS F2N) GKS
operations.

Risk level low medium high

Technical and technological risk

Extracting coal from underground seams is a complex

process which is subject to strict technical and

technological requirements. During such operations,

various stoppages can occur due to planned and

unplanned technical interruptions

(e.g.malfunctions.

In this group of risks, there is also a risk

of unexpected usually local, deterioration of the

quality of the deposit.

Countermeasures:

A availability of the infrastructure the second
mining shaftif G ST y5 &

A system of underground coal storage reservoirs

raw coal reservoirs on the surface

A use of advanced mining equipment and
machines

A research and development work aimed
atincreasingwvork productivity and safety.

Risk level low

Risk associated with high costs of technologies
applied by the Company

The technology of thermal coal extraction involves
the use of highly specialised machines and
equipment. Due to global concentration of producers
of such machines and equipment, there is a risk

of unexpectedncrease in prices of specialised
machines and equipment. This could have impact
onthe increase of investment expenditures.

There is also a risk of difficulties in accessing unique
spare parts to ensure the operating continuity of the
machines and equipment.

In 2015, the exploitation of mining of seam 391

o

high

382. Along with the depth increases the difficulty

of maintainingthe excavations (rock mass pressures
increase), thenatural temperature of rock, as well as
certain other natural dangers, e.g. related to water
or methane This may altogether increase coal mining
costs.

Countermeasures: controlling costs and capital
expenditure, use of highigpecialised machines and
equipment, high work culture as far as compliance
with mining and geological law and attention

to equipmentare concerned, carrying out R&D
works, implementing innovative technologies for
improvement of underground climate conditions.

Risk level low mediunm

Risk of IT systems malfunctioning
A partial or complete loss of data due

to amalfunctionof computer systems may adversely

FFFSOG G(KS /2YLIl yeQa

therefore affect its future financial results.

Countermeasures:

A periodic audits with respect to ICT security

A reviews of authorisations to IT systems

A raising security levels through constant
monitoring of network traffic, potential threats
and implementing sealing solutions to increase
safety of access to IT systems

A making safe backip copies of systems and data
to guarantee quick system recovery in case
of abreakdown

A updating IT strategy at the levels of the
LWBogdankaGroup and theEneaGroup.

Risk level low medium high

Risk of difficulties in supplies performed through rail
transport

Since mieR017 a comprehensive modernisation

of railwayline No. 7 (sections Lublint dzO laral &

T 2 tbégans theysehm & HatdabaitFLOOImbEowSdaryi S Q5Fit 0 ¢ Pilafg has been underway; therefore the
tFNBYGQa

NBEOALIASYyiGa 2F GKS
alternative railway routes. While line No. 7 is closed,
the rail transport is directed mainly via line No. 30
and lines Nos. 66 and 69. The change of the routes
and the necessity to use diesel rail vehicles for the
transport will result in lengthening the delivery times
thus adversely affecting the logistics processes.
According to the press release issued by P#&lBkie
LinieKolejoweS.A., on 2 October 2018 the company
demanded the contractorAstaldiS.p.A together with
consortium members, to resume works under the
contract for modernisation of railway line No. 7 in the
5t 0 € LAbfin section, which was related to the
earlier withdrawal of the contractor from these
works.AstaldiS.p.A and consortium members
however failed to resume works under the
abovementioned contract following the demand
made on 2 October 2018, therefore on 5 October

33
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2018 PKPolskieLinieKolejoweS.A. made

2 vy 3 2 lagt@emantds withdiiatval fyoin the gbitract for the

reasons attributable to consortium members. In the
press release dated 29 March 2019, PoRKkieLinie
KolejoweS.A. announced that it had signedth
Budimexand Track Tec Construction agreements

to continueworks in the5 t 6-Eubliyf section.

At the end of 2019 limited traffic was restarted
ononerail towards Warsaw. Completion of works
atthe whole Lublin5 t 0 $edtigh and further

to Warsaw as per the last announcement of PKP PLK
S.A. dated November2019, is scheduled for the end

of 2022.
Risk level low medium m

Q)
w»
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Risks directly associated with the
Group's operations

Customeiinsolvencyrisk
Customerinsolvencyrisk is associatedwith general
level of current receivablesof the LW Bogdanka
Group payable by its customers and the surplus
of Group's receivablesin comparisonto liabilities
Trade and other current receivablesof the Group
accountedfor 5.6%o0f the carryingamountand 11.1%
of its revenue for the last 12 months of 2019
The share of trade receivablesin trade and other
currentreceivablesaccountedfor 86.6%
Countermeasures:
A Y2YAG2NAy3a Odzad2YSNEQ
making payments for the products sold
A analysing the credit risk for the main customers

individually, or by the respective classes of assets

A transactions solely with customers with
confirmed creditworthiness.

Risk level low medium high

Risk associated with the strong position of the trade
unions

Trade unions hold a significant position in the hard
coal mining sector and play an important role

in determiningstaff and payroll policy, frequently
forcing renegotiations of wage policy through protest
actions. As at the day of submitting this Report,
sixtrade union organisations operate at the
LWBogdankaGroup (there are four trade union
organisations at LVBogdankéas.A. associating 64.3%
of the employees). Strong position of the trade
unions creates a risk that the costs of remuneration
may increase in the future in connection with
negotiated wage agreements, and in consequence
adversely affect financial results achieved by the
LWBogdankaGroup.Furthermore, possible protests
and/or strikes organised by the trade unions could

affect the operating activities conducted by the
LWBogdankaGroup.

Countermeasures: permanent dialogue with trade
union organisations, running cyclical meetings of the
purpose of negotiating with the social side.

Risk level low high

Risk associated with retaining and attracting human
resources for the Company

¢KS f102dz2NJ YI Ny SiG A&
therefore employees can easily change work
to amoreattractive one. Any failure to offer
competitive employment and retain salaries at the
level required by market standards may

I NiNd®riségBencheadi@|dSihg higiprétile 6 A § K

employees.

Countermeasures: building generational continuity,
succession plans, cooperation with local vocational
schools, implementing development programmes,
providing employees with options to promote and
RS@St2L) sAUGKAY G(GKS
friendly atmosphere and creating job satisfaction.
Development measures addressed to the
management of a mining plant: the Foreman
Academy and the Mining Leaders Academy.
Interdisciplinary meetings building commitment,

run throughthe design thinking method, the purpose
of which is to work out enhancements and new
solutions.

Risk level low medium high

Keysupplierrisk

The specific nature of operations requires applying
technologies which often involve the use of highly
specialised machinery and equipment as well as
specialised services. Therefore, there is a risk

of problemsoccurring in identifying proper suppliers,

[2 . 23RFy]!

as well as a risk of suppliers failing to meet their
obligations under concluded agreements. This also
applies to specialised providers of mining services,
because due to their limited number on the Polish
market, the Group may become dependent upon
these entities.

Countermeasures: assessing the risk of threats
connected with contract performance at the stage
of signingagreements with suppliers, and looking for
options of establishing cooperation with other
suppliers. What is more, in order to secure the

O dzNNpgrforinaéncelofyhigherfiskfcah@ats iQisireqiitedN] S i

that a performance bond is made.

Risk level low medium high

Risk of price fixing by the suppliers

The requirement to use highly specialised products
and services, as well as legal aspects to be met

in order for such products and services to be deemed
proper, carry a risk of price fixing. Therefore,
thereisa potential risk of fixing commercial terms

/ 2 Y LI y &hattan baioNdied b tBdydankd deiby grduy’ 3

of suppliers.

Countermeasures:

A permanent market monitoring and acquiring new
suppliers

A periodic analysis of contract prices and
researching new market trends

A searching for replacement products.

Risk level low high
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Financial risks and risks associated
with environmental protection

Insurance risk

The Group is exposed to insurance risk both within
standard scope applicable to all entities conducting
business activity, and within the scope typical for the
mining sector, resulting in particular from the risks

I OOdzydzt i SR AY
Given the materiality of risks to which the Group
isexposed these risks arewhere particularly
justified - transferred outside the Company, on the
basis of insurance agreements signed. The Group

is protected with respect to underground property,
surface property, and third party liability for damage
caused in connection with business activity as well as
with respect to other, less material risks. At the end
of 2019 insurance agreements covering the most
material risks ended, therefore in December
insurance coverage was renewed for the next period.
The currently binding scope of protection is similar

to the previous one, however the quality of insurance
coverage with respect to risks on the surface was
significantly improved by extending the scope

of insuranceprotection to cover also the risk of loss

of profit (Business Interruption). Furthermore,

the Groupundertakes measures with a view

to mitigatingthe exposure to risk related with the
protection of personal data.

Risk associated with reclamation and mining

damage

The L\WBogdankaGroup is obliged to carry out
reclamation of the postmining land and remove

mining damage. The existing standards of
reclamation and mining damage removal may change
in the future¢ the requirements in this respect are
expected to be stricter.

Countermeasures: repair works, protecting buildings

against the results of mining damage, reimbursing
the costs incurred by investors in connection with
adjusting new buildings under construction on the
mining land to the current conditions, gradually
performing drainagéaydrotechnicalworks as well as
land reclamation within the impacted areas.

Risk level low medium high

KS YAyYySQ&a RigyaRsSdamddildzghRenihgloMfardards and

regulations of law with respect to environmental
protection andthe obligation to obtain permits for
the economic use of the environment

The operations of LMBogdankeS.A. have
asignificantimpact on the environment.
Therefore the Company must hold specific permits
and observe standards of using the environment
detailed in applicable laws (including BAT
requirements- Best Available Techniques).

In particularwith respect to the following:

A emissions of substances and noise to the air
A water and waste management

A management of the generated solid waste

A the use of natural resources.
Countermeasures: The Company monitors legal
regulations on an ongoing basis, adjusts its
operations accordingly within the prescribed time
limits.

Risk level low medium high

Risk associated with management of waste
generated after extension of the mining area

In connection with the extension of the mining area
the amount of generated extraction waste
significantly increased. It is estimated that the
storage capacity of the waste yard (i.e. a facility used
as a mining waste dump) is sufficient for up to 4 years
of storing.

On the basis of a building permit, the Company has
commenced works connected with increasing the
height of the existing yard (to 250 MASL),

andundertookmeasures aimed at acquiring adjacent
areas in order to further extend the facility. Failure
to implementthis investment will mean the risk

of disruptingthe stability of the extraction process
and the necessity to search for alternative ways

to managethe extraction waste.

Countermeasures: The Group performs works
connected with increasing the height of the existing
mining waste utilisation facility and expanding the
area to the east. Further, it continues works
onacquiringnew land to execute the next phases

of extensionof the yard and has commenced design
works relating to development of the yard.

The Parent is taking intense actions related to the
recovery and utilisation of mining waste.

Risk level low high

Investment risks associated with protected areas
The mine is located in the vicinity of protected areas
(a national park, landscape parks, protected
landscape areas, ecological channel and two areas
subject to Nature 2000 network regulations located
partially on the area of the mining land and three
others in close vicinity of the mining land).

All plannedinvestment activities must be analysed
from the perspective of their potential negative
impact on protected areas. There is a risk that in the
case of investment activities, certain obligations may
be imposed or the requirements concerning the
limitation of the negative environmental impact may
be stricter. These investment restrictions may require
higher investment expenditure and therefore may
affect the financial result.

Countermeasures: ongoing monitoring, adjusting
business activities to requirements and obligations.

Risk level low medium high
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Risks associated with proceedings
and legal environment

Riskof changeto tax laws

The lack of stability and transparency of the Polish
tax system, resulting from constant changes to the
laws in force and incoherent interpretation of the tax
law, may cause uncertainty with regard to the end
result of the financial decisions taken. Frequent
amendments to tax regulations and rigorous and
stringent provisions do not offer an incentive for
decisionmaking. Legislative changes or sometimes
changes only to interpretations may generate all
kinds of risks. Amounts disclosed in the financial
statements can therefore be changed after their
amount has been finally determined by the tax
authorities.

Countermeasures:

A monitoring any amendments to tax laws

A training courses for employees so as to ensure
that employees are as competent as possible
in this area

A comparing any new issues with the latest tax
rulings and relevant case law

A using the services of consulting companies,

A following the Transfer Pricing Policy, which lays
down the fundamental conditions and principles
for pricing the transactions concluded within the
Group.

Risk level low

Risk of real property tax on mining excavations

of LWBogdankaS.A.

Ly I OO0O2NRIyOS gAlGK GKS t
of undergroundexcavations and the infrastructure
located in these excavations have not been included
in real property tax returns for tax assessment
purposes. Nevertheless, in Q3 2019, in order

to secureagainst any possible negative consequences

high

for the Group in the form of interest on past due real
property tax, the Group decided to include in its
calculations, for the purpose of that tax, also the
value of underground mining excavations and lining.
In 2019 fiscal proceedings were pending against the
Parent in order to determine the amount of real
property tax due for the period between 2004 and
2015, instigated by the HeadstofdzOK |, 0k ©5 &
and LudwinCommunes.
Countermeasures:
A monitoring any amendments to tax laws
A training courses for employees so as to ensure
that employees are as competent as possible
in this area
A comparing any new issues with the latest tax
rulings and relevant case law
A using the services of consulting companies,
For more information refer to the Consolidated
Financial Statements of the LBégdankaGroup for
2019, Note 19.

Risk level low

Risk of a change in the law and its interpretation and
application

The provisions of law in Poland are frequently
changed. Changes also affect the interpretation

of lawand the way it is applied. Changes

in interpretation of tax regulations are particularly
frequent. There is no consistency in the practice

of tax authorities

or in case law relating to taxation. If tax authorities
adopt an interpretation of tax law which differs from
that adopted by the Group or if the Mining Law
introduces new requirements, it could lead

to deterioration of its financial situation and
asaresulty SA GA @St e | FFSOI
Ny évelapmentipiddpectS. 3 & >
Countermeasures: using the services of legal advisors
and consulting companies, and seeking opinions

of variousbodies specialising in a given subject
matter. Where applicable, the Group also files for
binding interpretations of law. Despite these

high

measures, it is not possible to entirely eliminate the
risk. However, the Management Board believe such
risk to be substantially limited.

Risk level low

Risk of violating the stock exchange disclosure
requirements

Since LWBogdankas.A. is listed on the Warsaw Stock
Exchange, the Company is subject to provisions which
impose a number of requirements. For failure

to performor undue performance of the
requirements set forth above a very high fine may
beimposed

Countermeasures: strict compliance with the
obligations preceded by the introduction of internal
procedures for the circulation of stogkxchange
information at LWBogdankéS.A., and permanent

high

Y2YAG2NRAY 3 2F GKS /2YLIl yeQa
to disclosure requirements.
Risk level low medium high
iKS DNRdzLIQa o620GG2Y fAyS

GKS @It dzS
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Occupational health and safety

Work conditions and technical
risks

Workingconditions

¢KS Yyl Gdz2NB 2F (GKS DN dzLIQ &recBnicimsksi A 2y a Sy idl Afa (K

the staff employed at the mine, especially
underground, are exposed to a number of natural
and technical risks. Work in underground
conditions also exposes the staff to harmful and
nuisance work environment factors at work
stations.

Natural risks
The following natural threats occur in the mine:

A Methane hazard

Risk level low medium high

A Water hazard

Risk level low medium high

A Coal dust explosion hazard

Risk level low high

A Fire hazard

Risk level low high

Compliance with occupational health and safety
regulations, constant monitoring, and preventive
measures ensure that those threats are entirely
under control.

In June 2019 endogenous fire occurred in the area
of the closed wall 3/11/385. Therefore-Gdivision
(wall 4/11/385) is currently included in fire divisions

of increased frequency of collecting air samples on average 65 employees are
to laboratoryanalysis. . .
exposed to mechanical risk each day

In 2019, on average 65 staff were working daily

at work stations where mechanical risks associated
with particularly dangerous machinery were
present.

Particularly dangerous machinery includes but
isnot limited to the machinery listed in Annex IV

to Directive98/37/EC implemented by virtue of

the Regulation of the Minister of Economy, Labour
and Social Policy of 10 April 2003 on the essential
requirements relating to machinery and safety
components (Dz. U. [Official Journal] No. 91,

item 858).

Particularly dangerous machinery includes but
isnot limited to belt and scraper conveyors,
underground locomotives,

A suspended diesel rail vehicles,

A hydrauliepowered roof supports.

technical risks and their impact on employees are

reduced by:

A replacement of machinery with more
advanced machines that ensure greater safety
for the operators and staff working in their & ’;m
vicinity e 1 [ socpiNa" /. |

A introduction of innovative technical solutions, k
use of machinery and small mechanisation
equipment with improved safety standards,
not listed in the above regulation

A internal and external training both
in operatingsmall mechanisation and
machines, facilities and installations requiring
appropriate qualifications.

innovative
technical
solutions

modern
machine park

monitoring
of machines
and devices

personnel
training
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Harmful and nuisance factors

Harmfuland nuisancefactors

aSlad2NBYSyia

work stations are conducted:

A in compliance with the regulation of the Minister
of Health of 2 February 2011 on testing and
measuring harmful factors at work environment
(Dz. U. [Official Journal] 2011.33.166, as
amended)in compliance with a relevant internal
procedure.

2F KI NXY T dz

The internal
measurements
hard coal dust and the free crystalline silica
content

audible noise

general and local vibrations

ionizing radiation

harmfulness of welding gases

UV radiation

microclimate

procedure covers the following

o Too T To To Do

All employees working in harmful conditions are
equipped with appropriate individual protection
equipment, depending on the category of dust risk.
Each employee is informed of the existing danger and
trained in how to use such equipment appropriately.

Work accidents

In 2019, at LVBogdankés.A. there were 93 accidents
at work, which caused temporary inability to work.

In 2019the frequency rate (per employees) dropped
by 10.3%,and the frequency rate (per workdays)
dropped by12.5%.

The number of accidents and basic accident rates are
presented in the table.

2T

[ 2

2IARFY 1l { P! O

Number of accidents and accident rates at the Compa2@i7-2019

2017
Numberof accidents total 99
including fatal 1
including causingseriousinjury -
frequencyrate

22.3
(per1,000employees)
frequencyrate

11.€
(per 100,000workdays)

201¢€
102

1

21.4

9.61

201¢
93

19.2

8.4

Number of employees working at work stations where maximum permissible levels and maxi

permissible concentrations are exceeded.

Underground
Dustines: Noise  Vibrations Microclimate
2017 1,484 1,021 6 381
2018 894 520 26 338
2019 449 481 6 271

Chemica
agents

Other
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Workforce changes

Workforceat the Group

2019 brought a 5.0% increase in employment in the
Group. The highest increase (in %) in FTJs was
recorded in R@ogdankasp. zo.0.

Underground personnel constituted the main group
employed in the Group, i.e. 72.2%.

Employment in L\BogdankaS.A.

In 2019 the personnel employed at the Parent
accounted for 87.0% of total employment in the
Group. Bluecollar workers accounted for 84.3%
of allemployees. In comparison with 2018 the
number of underground staff went up by 106.0
workers, i.e. 3.0%.

HR policy implemented in 2019

The LWBogdankaD NB dzLJQ& LISNBE2yy St
isimplementedwith the aim of effective
HRmanagemenby hiring and developing
employees, and retaining an optimal level

of workforceto enable proper fulfilment of the
DNRdzZLJQ 202S00GA@Sa I a
of Association

In particular, it aims at selecting and shaping the
SYLX 2eSSQa O02YLISGSyOAasSa A
asto preparethem as best as possible for effective
AYLX SYSy il GAz2y 2F (G(KS DN
while having a sense of séiflfilment and

satisfaction from their work.

asi

Procedure of increasing qualifications, training and
development of human resources

All employees have equal access to training and
opportunities to improve their qualifications.

In 2019 the LWBogdankaGroup organised internal
and external training.

Employees took part, out of their own initiative and
upon consent of their superior, in external training
and conferences to expand their knowledge.

In 2019 two elite programmes were launched:

9,7% L.5%

0,0%
1,8%

Totalemployment
(FTJs

5,654

{o! o

Workforce structure at the LWB Group broken down into compa

= LW Bogdanka SA
_tOoTezall
= EkoTrans sp. z 0.0.

9y SNESGe&

= RG Bogdanka sp. z 0.0.
MR Bogdanka sp. z 0.0.

daiAyAy3a [ S| R&ddEssed 0O keRi@ Y & £
YEylF3SNE 2F (KS YAYSE yR aC2NBYIly 87,0%
for key employees / middkevel managers included
in the succession plan. The programme of the first
one is carried out in the form of pograduate . [FTJsas at 31 December] 2017 2018 201¢  Structure Change
GaiAyAy3 9YGESNLINAAS It dS a 2019/201¢€
oE_g‘%m%se{i Byéthe AGH University of Science and Total
Tef: nology in Krakow in cqoperation withbelski LW Bogdanka S.A. 4.470.5 4.749.% 2.916.8 87.0% 3.59
2 t 3 BdgdankeS.A and thireparty coaches. . R . ! ’ !
Eachpersonwho has been invited to this _tolezall 9ySNHSU 98.0 97.0 100.C 1.8% 3.1%
programme has a chance to participate EkoTrans sp. z 0.0. 1.0 1.0 1.0 - -
: s%")(@ﬁ)‘i@;‘;ﬁ tﬁ{iﬁ:gsuﬁts doNILAOF S RG Bogdanka sp. z 0.0. 424.1 318.C 550.¢ 9.7% 73.1%
it hasbeen developed strictly in line with the needs MR Bogdanka sp. z 0.0. 239.¢ 2204 85.5 1.5% -61.2%
§f ous ing gevelopmept gnd enhancing the LwBogdankaGroup 52331 53857 56536  100.0% 5.0%
ompetéences of the fﬁture, which we need
{9 psgtaetohecome 8e of "ﬁ?chm‘f OXEHE A gsa s
company. The subjects of tHe programme are 6000
aligned with strategic directions of our Company 5000
therefore each participant will be able to directly
participate in building the innovative mine. 4000
Thesecondone is a development project, dedicated 3000
to shift foremen, with the main purpose to develop
their team management skills. 2000
We want shift foremen, once they complete the 1000
training, to become leaders focused not only
onresultsbut also on people. 0
2017 2018 2019

LW Bogdanka Group e | \\/ Bogdanka SA
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Workforce changes 0.1% ’ Workforce at the LWB Group
B . Chang full-time white-collar workers
[FTJs as at 31 December] 2017 201¢ 201¢ Structure 2019/201¢
White-collar workers
LW Bogdanka S.A. 633.2 675.2 769.E 91.0% 13.9% » LW Bogdanka SA
_tolezall 9ySN 30 30 30 3.5% 0.0% t Ol ezall 9ySNEBSGElF al
EkoTrans sp. z 0.0. 1 1 1 0.1% 0.0% = EkoTrans sp. z 0.0.
RG Bogdanka sp. z 0.0. 15.1 22 33.€ 4.0% 52.7% « RG Bogdanka sp. z 0.0.
MR Bogdanka sp. z 0.0. 14.5 13.E 11.5 1.4% -14.8Y% MR Bogdanka sp. z 0.0.
LW Bogdanka Group 693.€ 741.€ 845.¢€ 100.0% 14.0%
[FTJs as at 31 December] 2017 201¢€ 201¢  Structure Change
2019/201¢ Workforce at the LWB Group
Blue-collar workers full-time blue-collar workers
cC nnAan
LW Bogdanka S.A. 3,837.( 4,074.( 4,147 86.2% 1.8% p nnAnA
_tOoTezall 9ySN 68.0 67.0 70.C 1.5% 4.5% n nnan
EkoTrans sp. z 0.0. - - - - - o nAnA
RG Bogdanka sp. z 0.0. 409.C 296.C 517.C 10.8% 74.7% H o nnan
MR Bogdanka sp. z 0.0. 225.2 206.€ 74.C 15%  -64.29 Mo n
0
“ C 0/ 0,
LW Bogdanka Group 4,539.2 4,643.¢ 4,808.( 100.0% 3.5% 2017 2018 2019
ch LW Bogdanka Group ess|\V Bogdanka SA
_ c angt
[FTJs as at 31 December] 2017 201¢ 201¢ Structure 2019/201¢ Workforce at the LWB Group
Underground workers o nnn full-time employees underground
LW Bogdanka S.A. 3,224.( 3,493.( 3,599.( 88.1¥% 3.0% n nnan
_t Ol éezall 9ySN - - - - - o nnAan
EkoTrans sp. z 0.0. - - - - - H nnan
RG Bogdanka sp. z 0.0. 407.t 278.¢ 485.7 11.9% 74.1% Mo N
MR Bogdanka sp. z 0.0. 158.¢ 131.¢ - - -100.0% 0
B _ 2017 2018 2019
LW Bogdanka Group 3,790.2 3,903.¢ 4,084.7 100.0% 4.6%
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Workforce changes
at LWBogdankes.A.

A As at the end of 2019, the Company employed
4,916,5 people, which represents a 3.5%
increase compared to 4,749.3 people at the end
of 2018.

A underground and surface employees make
up 73.2% and 26.8% of the head count,
respectively. Due to the nature of its business,
the Company mainly employs methey
account for 94.5% of the head count (women
5.6%).

A in terms of age, the dominant group
of employeeds composed of people between
30 and 40 years of age (48.8%).

A the largest group is made of persons with
secondary education. Their share in total
employment at the end of December 2019 was
58.5%.

A 1,986 employeesA0.3%)working in the
Company have over 15 years of service,
which standsfor a lot of experience and high
qualifications.

4749

Headcount as at Dec. 31, 2018

Retirements

Workforce changesFTJ

-6

Death

41

Other leaves

{0 @

Employees underground and on tearface-
asat 31 December 2019

® Employees underground

Employees on the surface

73,2%

4,916

304

Recruitments Headcount as at Dec. 31, 2019
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Employment structure FTJs by length of service 5506 FTJs by sex

; 9 - e 1D 201

in LWBogdankeS.A. by FTJs 19,4% as at 31 December 2019 as at 31 December 20
33,2%

6,3%

= Below 10
= Between 10 and 15
14,6% Between 15 and 20 Women
Between 20 and 25 = Men
Over 25
26.5%
94,5%
FTJs by age 1,4% FTJs by education
17,1% _ g5 at 31 December 2019 L1100 - as at 31 December 2019
y 0

26,0%

Below 30 years = Higher
= 30-40 years = Secondary
= 40-50 years Basic
Over 50 years Primary

48,8%

58,5%

¢tKS [/ 2YL)} yeé Qa

arethe peoplewno
identify with it and its
mission.
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Average monthly remuneration

Principles of remuneration in the Company are
regulated by the Collective Bargaining Agreement

of 31 October 2001, concluded between the
Management Board of the Company and trade
organisations operating within the Company:
Intracompany committee of the Independent and Self
D2OSNYAyYy3 ¢BE REBINYRRIFR S
of MinersA y

goto those employees who show their dedication
to andinitiative at work.

Remuneration structure at LVBogdankaS.A. in 2018
and 2019 at LVBogdankaS.A.:

Basic salary TE—— g%%g

 YAZ2Y
t2fFyRIKatill RY R N2 R Sa

0,
Union of Employees of Mechanical Coal Processing Bonuses and awards_lléf}/f/"

t £y Nk S&xPO | I

The Collective Bargaining Agreement specifies
apackageof benefits due within the employment
relationships and principles for granting individual
components of remuneration, including tables

of applicablerates, bonuses for effective work hours,
e.g. for working overtime, bonuses for rescuers and
others. The Collective Bargaining Agreement also
applies to key managers referred to in rule V1.4 of the
Code of Best Practice.

In 2019 the payroll fund was used in accordance with
Additional Protocol No. 63 to the Collective Bargaining
Agreement which includes an increase in base pay
asfrom 1 March 2018 by 5%;

A agreements on the payment of the first and the
second tranche of the special award for 2019 for
the performance of task extraction
of commerciakoal at a level close to 9.5 million
tonnes in 2019

A monthly bonus settled on the basis of:

A the degree of compliance with monthly
production targets

A sale of commercial coal

A the average sale price achieved

A the degree of compliance with the
[ 2YLI yeQa
periods.

In its remuneration policy the Company pays particular

attention to reflecting the employee performance

in the remuneration amount. Bonuses and awards

Oz2ail o0dzR3IS

Additional pay NN 23.0%

[ 2 23RFY1lF {®!'®d YR G(KS [2 23RE YT

days of sickness absence among theBMydankes.A.

staff, which effected in the reduction of the share

of absencan the whole remunerations fund from

9.4% to 8.3%.

Change
(o}

[PLN] 2017 2018 2018 0 0m01e
LW Bogdanka S.A. 7,641 8,077 8,60¢ 6.6%
_tOolezall 9y$S 4,78C 4,882 5,026 2.9%
EkoTrans sp. z 0.0. 8,622 6,074 6,572 8.2%
RG Bogdanka sp. z 0.0. 3,365 3,52C 3,74E 6.4%
MRBogdankasp. zo.o. 4,15C 3,74¢ 4,473 19.3%
LW Bogdanka Group 7,072 7,551 8,00€ 6.1%

23,5%

I 8.3%
Absence $.4%

Equivalent for coal il 3,9%

allowance 3,9%

o NN 17,7%
Other salaries 18.5%

m 2019 = 2018

LY Hamdg GKS /2YLIl yeQa alyl3asSySyi
efforts to correlate remunerations with results

achieved by the Company. Therefore, in its

appreciation for the Employees for achieving a reeord

breaking extraction result it paid a special award for

2019 in relation to the extraction of commercial coal

at alevel close to 9.5 million tonnes, which

significantly raised the average remuneration figure

atthe Company. The annual award (gross) paid to the

employees was nearly PLN 21.5 million. Furthermore,

ank w C ring to 2018, raised the
rl#gr%ﬂ%?bgni]%ﬁ téer}\‘gr%é]o%e%s, whigradding
to the special award; gave an increase in the share
of incentivesfrom 11.2% to 14.2%.
Additionally, in 2019, the Management Board of the
Company, undertook broad action aiming at reducingl_3

*An analysis of the average monthly remuneration was carried out on the basis of the average
employment at the Company (the methodology used by the Central Statistics Office of Poland
to lower the employment level by excluding employees who were on a sick or parental leave,
or were provided with care allowance or rehabilitation benefit for a (continued) period of more
than 14 days was not applied).

Average remunerations 2012019

d nnan

. 2 PINRP T
y nnan

T pnan

T nAan

c pnan

c nnan

p An

nnan

mmmm GK LW Bogdankesssss| \\/ Bogdanka SA
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Marketing operations Y Vi yrasa G2dNyrYSylad 2% vé

Goalsandobjectives

The objectives of the undertaken marketing and

promotional activities include:

a) building a positive image of the Company in the
Lublin region, in particular in its closest
geographic surroundings,

by AadNBy3IiGKSyAy3
asanactivepatron of socially important
projects and initiatives,

c) 6dAf RAYy3 27
business activities.

a20A1 ¢

The above goals are pursued through the following
tools: sponsorship projects, PR projects, CSR activities
as well asctivisationof projects through

organisational support, promotional and advertising
actions. Projects are selected, reviewed, and settled

in terms of their efficiency and usefulness for the

[ 2YLIl yeQa 3F2Ffaod

Sponsorship

The sponsorship strategy of LBdgdankancludes

the following subareas:

I Sports sponsorshig |
impact on local communities, i.e. getting
support from broader social circles.
TheCompanyis aware that sports clubs and
sport events are key for strengthening the
sense of community, and that traditions
related to particular events tighten social
bonds. Furthermore the projects are selected
in such a manner that the sports fans are also
key stakeholders of the Company (mostly the
employees and local community from the area
of impact). In 2019 the Company completed
the total of 23 projects in the field of sports
sponsorship, including:

iKS /2y ye S8R

b)

in the 2nd League. This entity has historical

relationships with the mine, the town and the

poviat, and the team fans are, in majority,

the employeesof the LWBogdankaGroup. d)

Thisclubalso runs the Sports Academy,

teaching more than 500 children fromt OT y I

and the region of t O,layftlla Sports
in_3chaol,(having the status of

asecon%r@?&gol éjsjt\er:g dary school with

afootball profile), the first school of this kind

5 dzLoLae NI e SR RIS o v g ve 4

-
S N N o

The GK® 5 NJ/ & D Asgdciation is also
anentity with historical tjes with theA Company.
LG NHzya GKS g2Y8hpea F2200

A on the title of Champion of Poland
uz2t F2NJUKS / %mﬁgl)élﬁo%aseason. The club also owns

and manages sports facilities int O,iwifere
the professional club players practice and play
matches.

44

MGKSGwarek _t O,iwifi¢h is an amateur

Y S y@xiag spotLcliilg activé onlii Brichildren and

teenagers, representing boxers who have
agoodsuccess rate in boxing tournaments

on both national and international level.

Local motor sports projects, popular and well
received in the regional scale, i.e. young cinder
track racing teanBogdankaviotor Lublin,
and16-yearsold Szymon_ I R ydhé of the
most talented rally drivers of the young
generation.

Social and cultural sponsorship

the Compan@ (i 2 2 ¢
communities in the region through support
of opinionleaders as well as the sponsorship
I 6f impoitahiGdcial2cyitural, scientific,
technical and other events of significance for
the social image of the brand. In 2019,
the Companycompleted 32 projects in the
field of social and cultural sponsorship,
cooperating with known and praised cultural
institutions from the Lublin area, including:
Cultures Meeting Centre, H. Ch. Andersen
Theatre, Musical Theatre. Moreover,
the Companygot involved in the Lublin
Festival of Science, a project popularising
science among local communities.

{0 @

F2NJ AYLI OGAy3

FYyR

Public Relations

The remainder of the promotion budget was used

in 2019for public relations and publicity activities

carried out through various communicati@hannels
(internet, social media, press, radio, TV, events,
andfairs). These activities focused on building social
AdzZLIL2 NI F2NJ GKS /7 2YLI yeQa
enabling sponsorship and social projects.

Activities related to the corporate social
responsibility (CSR)

The activities undertaken in the CSR area include
those which are a response to the needs of key
stakeholders groups and market challenges. They are
based on four pillars defined in the social
responsibility strategy for 2028021, namely:
ensuring the highest level of work safety,
guaranteeing safety to the direct natural
environment, stimulating development of the local
community and transparent and responsible
management practices

t 20t

a)

On its way to attaining the set goals the Company
launches programmes and initiatives in health
promotion and dissemination of OHS knowledge,
protection of biodiversity in the areas under the
YAySQa AYLI OGX FRRNB&aaAy3
cooperation with local nosgovernment
organisations, development of neimancial
reporting skills or pursuance of a dialogue with the
stakeholders.

Sponsoring and

LINEY2GA2Y ¢ 201€ 2018
Promotion 705.2 691.5
Sports sponsorship 6,524.% 6,441.5
Soual/cultyral 386.1 201.4
sponsorship

Total 7,615.€ 7,424.4

odzaAySa

a20A 1l ¢
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In 2019, the Company was not a party to arrangement
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Information on the auditor Basis of preparation of the Annual Consolidated and Arrangement proceedings
. . Separate Financial Statements
responsible for auditing the report
and rules for preparing the annual The consolidated financial statements of the proceedings.
. . . LWBogdankaGroup and separate financial
consolidated and separate financial  statements of LVBogdankss.A. for the period from
statements as well as court and out 1Januany2019 to 31 December 2019 were prepared
. on the basis of the International Financial Reporting
of court proceedings Standards and related interpretations published in the
form of regulations of the European Commission.
The financial statements were prepared according
Information on the auditor responsible for auditing to the historical cost principle except for derivative
the report instruments measured at fair value as well as share

based payments.
hy p WFydzZ NB wnmy3I GKS t I NBxygeptdachgngzs ISshliig féos M fitshe2 I NR

adopted a resolution on appointing application of. Cw{ ™ c thé& fesatatd &d ¢
PricewaterhouseCoopers Sp.p. (currently consolidated financial statements were prepared
PricewaterhouseCoopefolskad LJs Z2]|3'NJ y A OT 2 yisihg the same accounting principles for the current
2 RLJ2 6 A S RIA&dytspyks Witd vedistered office and comparative periods

in Warsaw, as an entity authorised to:
NEGASG GKS t I NByidiQa TAyl Pifekehdes baniieerifiSncilfdsdts dnd/pfojediel S

DNR dzLJQa O2yazft AREFGSR FAY reguliskdr 20195ublistiededBey’ G & T2 NJ G KS The remuneration of the auditor auditing the financial statements as well as fi

first halves of 2018, 2019 and 2020,

A audit the financial statements of the Parent and In 2019 the LVBBogdankaGroup did not publish
the consolidated financial statements of the projections of the separate or consolidated financial
Group for 2018, 2019 and 2020. results of the Group.

PricewaterhouseCoopers Sp.p. (currently

PricewaterhouseCoopefolskad LJs Z2|3'NJ y A OT 2 {durt and out of court proceedings

2 RLJ2 6 A S RIAAdytépyka $inGeA1B February

1995 has been entered in the list of entities authorised As at the day of publishing the Report no material

PricewaterhouseCoopers entities for all services provided in 2019 and 2018
isasfollowswt [ b Wnnn@

aaudit of the annualfinancialstatements
weview of financialstatements
wother certifyingservicegqverificationof ratios)

Total

201¢€

262
45

314

201¢

252
40
13

305

to audit financial statements, maintained by the liabilities or claims proceedings are pending, in which
National Chamber of Chartered Auditors under entry LWBogdankeS.A. or any of its subsidiaries is involved.
number 144.
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Financial standing
Production, sales and inventories
of coal

Production, sales of commercial coal of the Company

['000 tonnes] Q4 201¢ Q4 201¢ Change¢Change ¢ 2018 2018 Chang¢Change ¢
Gross coal extraction 3,581 3,77C 18¢ 53% 14,89¢ 14,741 -153 -1.0%
Eég?“c“on of commercial 2,187 2324 137  63% 9007 9451 444  4.9%
Yield (%) 61.0% 61.6% 0.6p.p - 60.5% 64.1% 3.6p.p -
Sale of commercial coal 2,15E 2,29¢ 143 6.6% 8,942 9,35¢ 41€ 4.7%
New excavations (km) 8.4 7.4 -1.0  -11.9% 37.0 29.1 -7.9 214y
Inventoriesof commercialcoal of the Company

Change [%  Change [%
['000 tonnes] 31 Dec. 201 30 Sep. 201 31 Dec. 201 31 pec. 2019/3 31 Dec. 201¢

Dec. 201¢ 30 Sep. 201

Inventories of coal 88 153 179 103.4% 17.0%
Structureof commercialcoalproduction
[%] Q4 201¢ Q4 201¢ 2018 201¢
Fine coal 99.1% 99.2% 98.8% 99.3%
Nut coal 0.1% 0.0% 0.2% 0.0%
Pea coal 0.8% 0.8% 1.0% 0.7%
Total 100.0% 100.09 100.0% 100.09
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Productionof coal

(-) gross extraction of coal in 2019 decreased by 1.0%, i.e. 153,000 tonnes

(+)production of commercial coal in 2019 was 9,451,000 tonnes, i.e. more by 4.9% (+444,000 tonnes)
than in 2018

(+)yield for 2019 was 64.1% compared to 60.5% for 2018

Saleof coal

(+)in Q4 2019 the sales of coal increased by 6.6% compared to Q4 2018

(+)in 2019 the sales of commercial coal amounted to 9,359,000 tonnes, i.e. by 4.7% more than in 2018
(-) transportrelated limitations due to the modernisation of Line 7 (the main and shortest transport
route for EneaWytwarzaniesp. zo.o., ElektrowniaKozienice)

Inventories

(+)at the end of Q4 2019, the level of coal inventories amounted to 179,000 tonnes, which means
anincreaseby 91,000 tonnes compared to the level as at 31 December 2018

(+)the level of coal inventories presented at the end of Q4 2019 corresponds approximately to 3 days
of commercial coal production (on the basis of average daily production for 12 months)

(+)relatively low level of inventories of coal is a result of the achieved coal production and coal sales
(+)the level of inventories allows the mine to operate safely in the event of problems with coal
removal

Structureof commercialcoal production

(+)higher share of the production of fine coal sold to industrial customers

(-) lower share of nut coal and pea coal in the production structure (assortment for individual
customersy; in relation to the Regulation of the Minister of Energy of 27 September 2018 on the
quality requirements for solid fuels, the Company is obliged to provide customers with a certificate
of coalquality, which involves higher costs and lower profitabilifihisled to reducing sales to retail
customers.
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Revenue and key customers of the
LW Bogdanka Group

Dynamics of changes in product range with respect to revenue

ot [ b Wnnnt Q42018 Q4 201¢ Change Change ¢ 201¢ 201¢ Chang¢ Change ¢
Sale of coal 407,94,  519,25¢ 111,31 273y 1,707,79° 2,109,27. 401,47 23.59
Other activities 8,201 8,847 641 7.8%  30,090¢ 31,117 1,012 3.4%
Sale of goods and 4,891 3,652 1,23¢ 2539 18,77¢ 17,47¢ -1,29¢ 6.9%
materials

Total 421,03¢  531,74¢ 110,71 263 1756,67. 2,157,86.  401,19( 22.8%

Structure of revenue

[%] Q4 201¢ Q4 201¢ 201€ 201¢
Sale of coal 96.9% 97.6Y 97.29 97.8%
Other activities 1.9% 1.7% 1.7% 1.4%
Sale of goods and materials 1.2% 0.7% 1.1% 0.8%
Total 100.0% 100.0% 100.0% 100.0%

Geographical structure of revenue

ot [ b Wnnn€ Q4201¢ Structure Q4 201¢ Structure 201€ Structure 201¢ Structure
Domestic sales 421,01( 100.09 531,70 100.09 1,756,53i 100.09 2,157,77¢ 100.0%
Foreign sales 24 0.0% 46 0.0% 13¢ 0.0% 83 0.0%
Total 421,03« 100.0% 531,74¢ 100.0% 1,756,67: 100.09 2,157,86: 100.0%

Geographical structure of revenue

The activities of the Group are primarily concentrated in Poland. In Q4 2019 and in the whole 2019 the exports of goods and
products included primarily sale of coal. In 2019 the value of exports in the total revenue was PLN 83,000, while in 2018 the
figure was PLN 133,000.
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Revenue

0b0 AY vn Hnmp GKS DNRdzLIQE NB@BSydzS | Y2dzyiSR (2
by 26.3% compared to Q4 2018

(+) in the whole 2019 the revenue amounted to PLN 2,157,861,000 compared to PLN 1,756,671,000

in 2018 which means an increase in by 22.8% yly.

The main source of revenue of the IBbigdankaGroup is the production and sale of thermal coal by the
Parent. In each of the compared reporting periods this activity generates approxQ&%d6f the
LWBogdankeD N2 dzLJQ& NB @Sy dzS o

Revenue on other operations

In Q4 2019 revenue on other operations (which includes revenue of subsidiaries) were PLN 8,842,000
(1.7% of total revenue), compared to PLN 8,201,000 (1.9% of revenue) in the analogous period of 2018
(up by 7.8% yly). A significant share in that group of revenue was held by:

A revenue from services of coal transport provided by the Company for the benefit of some customers
A revenue generated by t OT &Egesgétykdrom the sale of heat energy to third parties

A revenue on industrial services provided to companies performing works contracted by the Parent

A revenue on lease of neourrent assets.

In the whole 2019 revenue on other operations was PLN 31,111,000 compared to PLN 30,099,000,
andstoodat almost the same level than in the previous year.

Lower value of revenue on sales of goods and materials is a consequence of lower scrap sales (i.e. lining
recovered from closing galleries, which cannot be regenerated and reused). This is a result of increasing
the regeneration of lining and greater degree of their recovery, hence smaller amount of scrap.

Key customers

More than 93% of coal sales (in terms of value) in 2019 was effected betweBoddEnkes.A. and
EneaWytwarzaniesp. z0.0., EneaElektrowniat 2 O I §/A, ENER@ektrownieh & i NBB.L 1 |
andGrupaAzoty% I | (\koRwet dzO IS.A.2In 2018 the share of the above customers was similar.
Key customers by share in revenue:

A EneaWytwarzaniesp. zo.0. ¢ EneaGroupg approx. 65% of share in the revenue

A EneaElektrowniat 2 O | S/ Ef@aGroupc approx. 18% share in the revenue

t[b

pcC
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Financial highlights of the
LWBogdankaGroup
Analysis of the consolidated income statement
wt[ b Wnnne Q4 201¢ Q4 201¢ Changt 201¢ 201¢ Chang
Revenue 421,03« 531,74¢ 26.3¥ 1,756,67: 2,157,86: 22.8%
Costs of products, goods and materials sol 454,26t 477,67¢ 5.2% 1,728,45! 1,799,441 4.1y
selling costs and administrative expenses
Profit/(loss) on sales -33,231 54,07« - 28,21: 358,41 1,170.49
Gross sales margin -7.9% 10.2% 18.1p.p 1.6% 16.6% 15p.p
Other income 3,79¢ 1,981 -47.8Y 34,62: 5,267 -84.8%
Other costs 42 49¢ 1,088.19 1,11¢ 1,21z 8.4%
Net operating profit/(loss) -29,477 55,55¢ - 61,71¢ 362,47( 487.3%
Other profits/(losses) net -1,10¢ -13 -98.8% 31z 12,75.  3,987.29
Net operating profit/(loss) (EBIT) -30,58¢ 55,54% - 62,027 375,22: 504.99
EBIT margin -7.3% 10.4Y 17.7p.p 3.5% 17.4y 13.9p.p
EBITDA 69,74¢ 156,24¢ 124.0% 469,19 767,59: 63.6¥
EBITDA margin 16.6¥ 29.4y 12.8p.p 26.7% 35.6% 8.9p.p
Finance income 2,691 3,927 45.99 14,54; 14,73 1.3%
Finance costs 52 3,41C 6,457.79 11,64¢ 11,37¢ -2.3%
Profit/(loss) before taxation -27,947 56,06( - 64,92( 378,57¢ 483.19
Pretax profit margin -6.6% 10.5% 17.1p.p 3.7% 17.59 13.8p.p
Income tax -5,73C 11,26¢ - 11,12« 69,83( 527.79
Net profit/(loss) -22,217 44,792 - 53,79¢ 308, 74¢ 473.99
Net sales margin -5.3% 8.4% 13.7p.p 3.1% 14.3% 11.2p.p
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Financial standing
i i i i Other costs
Financial hlgh“ghtS Other costs in 2018 amounted to PLN 1,118,000 while  property tax (overpayments and
LWBogdankaGroup in 2019 the figure was PLN 1,212,@0®dominant liabilities/provisions).
item in both periods were damages paid and Financecosts
Revenue donations granted.

The value of revenue for Q4 2019 increased by 26.3%
compared to the same period of the previous year
and amounted to PLN 531,749,000. In the whole 2019
the Group generated revenue in the amount of PLN
2,157,861,000 compared to PLN 1,756,671,000

in 2018(up by 22.8%).

Costs of products, goods and materials sold, selling
costs and administrative expenses

In Q4 2019 costs of products, goods and materials
sold plus selling costs and administrative expenses
amounted to PLN 477,675,000, i.e. they went up

by 23,410,00@ompared to the same period of the
previous year (PL#54,265,000).

In 2019 the cost of products, goods and materials
sold as well as selling costs and administrative
expenses increased from PLN 1,728,459,000 to PLN
1,799,446,000.

Profit/(loss) on sales
In Q4 2019 profit on sales amounted to PLN
54,074,000, while in the same period of 2018 loss on

sales was recorded and amounted to PLN 33,231,000.

The Group closed 2019 with a profit on sales in the
amount of PLN 358,415,000, versus PLN 28,212,000
in2018

Otherincome

In Q4 2019 other income amounted to PLN 1,981,000
compared to PLN 3,796,000 a year before.

In 2019 other income amounted to PLN 5,267,000
compared to PLN 34,621,000 a year before. In 2018
the Parent settled with the consortium dostostal
Warszawa S.A. amiccionalnfraestructuragpositive
impact on the result of PLN 28,666,000) and settled
with Wonam(PLN +2,499,000

Other profits/(losses)- net

Other net losses in Q4 2019 amounted to PLN 13,000
compared to PLN 1,109,000 in Q4 2@Mghich

means their decrease by PLN 1,096,000.

Other net profit in 2019 amounted to PLN 12,752,000
compared to PLN 312,000 in 2018 (in relation

to areleaseof a provision for disputable claim of the
Social Security Institution (ZUS)).

EBIT

Operating result in Q4 2019 amounted to PLN
55,543,000 EBIT margin in the fourth quarter of 2019
was 10.4%, i.e. it was higher by 17.7 p.p. than in the
fourth quarter of the previous year.

EBIT margin for the whole 2019 was higher by 13.9
p.p. compared to the 2018, and accounted for 17.4%.

EBITDA

EBITDA in Q4 2019 increasedlBy 0%compared

to Q42018, and amounted to PLN 156,246,000.
EBITDA margin in Q4 2019 equalled 29.4%, which
shows an increase compared to the same period
of 2018

In 2019 the Group achieved an EBITDA margin of
35.6%, i.e. 8.9 p.p. more year on year compared
to 2018(while the EBITDA amount increased by
63.6% in the analysed period). In 2019, EBITDA
amounted to PLN 767,592,000, compared to PLN
469,191,000 in 2018.

Financeincome

Finance income in Q4 2019 amounted to PLN
3,927,000 (+45.9%). In the whole 2019 finance
income was PLN 14,733,000 (+1.3% yly). Increase
in revenuein the whole 2019 is attributable primarily
to a release of provision for interest on disputable
claim of the Social Security Institution (ZUS) and

In Q4 2019 finance costs were higher than the costs
in the same period of 2018, and amounted to PLN
3,410,000. Finance costs for the whole 2019
amounted to PLN 11,379,000 compared to PLN
11,649,000 in 2018 (decrease by 2.3%). As at 31
December 2019 total debt of the Group amounted
toPLNunZntczZnnnz O2YLI NBR
of PLNL7,142,000 as at 31 December 2018.

Profit/(loss) before taxation

In Q4 2019 the Group generated g profit of PLN
56,060,000 compared to a loss of PLN 27,947,000
in Q42018. Profit/(loss) before taxation for the whole
2019 amounted to PLN 378,576,000 against
PLN64,920,000n 2018.

Net profit/(loss) for the reporting period

In Q4 2019 the Group generated net profit of PLN
44,792,000 compared to the loss of PLN 22,217,000
in Q42018.

The net profit of the Group for four quarters of 2019
was PLN 308,746,000 compared to PLN 53,796,000
in the analogous period of the previous financial
year.
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Balance sheet of the LW Bogdanka

Group

Balance sheet

ot[ b Wnnng 31Dec.201 31Dec. 201 Changt

Total assets 3,933,35! 4,252,46 8.1%
Return on Assets (ROA)* 1.3% 7.5% 6.2 p.p

Non-current assets 3,463,82: 3,509,78I 1.3%

Current assets 469,52¢ 742,68« 58.2%

Equity 2,950,111 3,228,50. 9.4%
Return on Equity (ROE)* 1.8% 10.0¥ 8.2p.p

Provisions and liabilities 983,23t 1,023,96. 4.1%

* the calculations include net result for the last four quarters and an average level of asset
equity (as at 31 December 2019 + as at 31 December 2018)/2

Analysis of the consolidated statement of financial position

Non-currentassets _
Currentassets

T o —
Provisionsandliabilitiesim VAL

0 500 M AWM pAw AAW pAa@ Aa@ pam AN

m31.12.2019 =31.12.2018 PLN '000

2F [2 . 23RIYy{1l {d!' ®d YR GKS [2 . 23RIYy]l

Assets

The balancesheet total as at 31 December 2019 compared to the value as at 31 December 2018 went up by PLN
319,113,000 and amounted to PLN 4,252,464,000, withawrent assets going up by PLN 45,958,000 and current
assets going up by PLN 273,155,000. Within current assets, primarily the value of trade and other receivables went
up by 17.4%, and cash and cash equivaleb{s124.1%.

As at 31 December 2019 the ROA figure was 7.5%, while as at the end of 2018 it was 1.3%.

Equity and liabilities

The equity went up by 9.4%. It was an effect of the comprehensive income generated for 2019 and payment

of dividendin 2018.

Provisions and liabilities went up by 4.1% compared to the value as at 31 December 2018, with current liabilities
going down by 16.3% (main drop in trade and other liabilities), whileauorent liabilities went up by 21.1%

(including mainly growth in liabilities on employee benefits, liabilities on account of the deferred income tax and
provisions for other liabilities and charges, as well as lease liabilities due to the application in 2019 of IFRS 16

a[ SFrasSatcovo

At 31 December 2019 an increase in ROE was recorded (by 8.2 p.p.) compared to the end of 2018. The value of the
ratio as at 31 December 2019 was 10.0% compared to 1.8% as at 31 December 2018.
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Cash flow
LW Bogdanka Group
Cash flow
Gt[b Wnnne Q4 201 Q4 201 Chang 201¢ 201¢ Chang
Cash flow from (used in) operating 98,63t 206,50 109.49 458,87: 720,97 57.19
activities ’ ' ’ '
Cash flow from (used in) investing -40,75¢ 119,76 193.99 -418,23: -476,53; 13.99
activities ' ' ' '
CFFO* 57,87¢ 86,73¢ 49.9% 40,64: 244,44 501.5%
Cash flow from (used in) financing -150,94: -1,44€ -99.09 -304,77" -32,49; -89.3y
activities ' ' ) o ' )

*total cash flow from operating and investing activity

Castflow from (used: 6 & | i
in) operatingactivites 2 LJISNJ Oeé ey Se

CasHflow from (used ¢ &
in) investingactivitiesA y g Sa il@ Oé 2y S 2

CFFO

Castlow from (used? & & )
in) financingactivites T Ayl yaz2 g Se

-600 -400 -200
2019

el

0 200
2018 8

400

600

800

PLN
‘000
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In Q4 2019 the Group generated net cash flow from operating activities higher

by 109.4% than in Q4 2018in 2019 it amounted to PLN 206,503,000 compared

to PLN98,635,000 a year before. During the whole 2019, theBdgtdankaGroup
generated cash flow from operating activities in the amount of PLN 720,977,000
(+57.1% yly). The increase, visible in the whole 2019, by PLN 262,103,000 in cash
flow from operating activities results mainly from an increase intpreprofit/loss
(pre-tax profit/loss in 2018 was PLN 64,920,000 while in 202BN 378,576,000,
which means growth by PLN 313,656,000).

Cash flow from investing activities increased its value (in absolute values) in Q4
2019 by 193.9% (to PL-19,767,000) relative to the analogous period of 2018.
Inthe whole 2019 cash flow from investing activity was lower by 13.9% from cash
flow from the analogous period last year.

In Q4 2019, the Group recorded negative cash flow from financing activities of PLN
1,446,000 (loan of PLN 759,000 was repaid, interest of PLN 152,000 was paid
aswell as a lease payment of PLN 650,000).

In the whole 2019, the Group recorded negative cash flow from financing

activities of PLN 32,497,000 (dividend of PLN 25,510,000 was paid, loans and
borrowings worth PLN 3,036,000 were repaid, interest of PLN 651,000 was paid,
aswell as payments under lease agreements were made in the amount of PLN
3,415,000); moreover a grant of PLN 115,000 was received.
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Debt and liquidity ratios Overall debt ratio
The overall debt ratio as at 31 December 2019 went down by 0.9 p.p. compared to 31 December 2018
LW Bogdan ka Group and reached 24.1%value of equity and liabilities increased by a higher value (mainly due to retained

profit) in relation to liabilities.

¢KS tS@PSt 2F (GKS DNRdzZIea RSoda Fa G om 550SY6
Cash flow FyR AGa FoAtAGe G2 &aSGGtS tAFOATAGASE A I GAY
Ot[b Wnnns 31 Dec. 201 31 Dec. 201 Chang: to mediumterm and longterm analyses in order to secure liquidity and cash at proper levels.
Overall debt ratio 25 09 2419 09p.p
Ratio debt plus employee liabilities/EBITDA
Ratio (debt plus employee liabilities)/EBITDA 0.3¢ 0.27 30.89 The ratio describing debt to EBITDA at the end of Q4 2019 dropped by 30.8% to 0.27. When comparing
h ’ ’ data as at 31 December 2019 to data as at 31 December 2018, an increase was recorded both in debt
Net debt ratio/EBITDA* - and EBITDA (cumulatively for the last four quarters), but the increase in EBITDA was higher than that
-0.3¢ -0.4¢ 45.5Y of debt.
Debt to equity ratio 33.39 31.79 1.6 p.p
Fixed capital to nomurrent assets ratio Ratio net debt/EBITDA
(non-current assets/fixed capital) 97.1Y 105.69 8.5p.p The ratio describing the relation of net debt (the total of current and-parrent liabilities less cash
and equivalents) to EBITDA dropped fréir83 as at 31 December 2018-b48 as at 31 December
Current debt ratio 2019. The value of net debt dropped by ca. PLN 215 million and amounted t86ZLiNillion with
(current liabilities/equity and liabilities) 11.4Y 8.8% 2.6p.p EBITDA going up by ca. A998 million (EBITDA cumulatively for the last four quarters).

Non-current debt ratio

0, 0, . .
(non-current liabilities/equity and liabilities) 13.69 15:3% L7pp Debt to equity ratio _ '
Debt to equity ratio as at 31 December 2019 decreased in relation to 31 December 2018 by 1.6 p.p.

and was 31.7%liabilities dropped by ca. PLN 41 million along with an increase in equity by ca. PLN
278 million.

* Debt=non-currentliabilitiesdue to bondsissue+ non-current loansand borrowings+ current loans
andborrowings

Fixed capital to norcurrent assets ratio
The fixed capital to nogurrent assets ratio was 105.6% (as at 31 December 2019) compared to 97.1%
(as at 31 December 2018)n the analysed period the value of nearrent assets increased

31 Dec. 201 31 Dec. 201 Chang by approx PLN 46 million and fixed capitals (equity plus-noment liabilities less provisions),

Lo . by approx PLN 344 million.
Current liquidity ratio 1.2¢€ 2.1% 66.4Y

Quick liquidity ratio 1.0t 1.8¢ 74.3y

In the period covered by the consolidated financial statements, the liquidity ratios of the Group
remained at a safe, high level, and the Group is not having any difficulties in settling its liabilities.
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Financial standing
Turnover ratios at the Inventoryturnover
The inventory turnover as at 31 September 2019 went up to 21 days, compared 31 December 2018.
LWBogdankasroup Disposal of inventories takes on average 4 days more.
Debtorscollectionrate
The debtors collection rate (calculated on the basis of the bakingeS SG A GSY a¢ NI RS FyR 20K
) NBOSAQOIof Sas0 61la ot RIFIea oFa i om 550SYOSNI HaAMDOI (
Turnover ratios In the period under analysis, average receivables grew by approx. PLN 15 million, with the revenue
wt[b Wnnne 31 Dec. 201 31 Dec. 201 Changt going up by approx. PLN 401 million.
average inventories days in the g
1. Inventory turnover X . 17 21 23.5% Creditorspaymentrate . . . 5 . L
Y °°Sts°fgf°qsl'pr°|‘é”°tsa” period ¢KS ONBRAG2ZNE LI23YSyd NIGS 60FtOdAFGSR 2y GKS oFara i
materials so fAFOATAGASEED A G GKS SyR 2F wnamdg 320 akK2NISNI 6@ o
) . Average receivables days in the ) asat the end of 2018. In the analysed period the Group had a lower average level of current trade
2. Debtors collection rate period 43 37 -14.09 liabilities (by approx. PLN 2 million) with higher costs of products, goods and materials sold
revenue .
(by approx PLN 62 million).
average liabilities d inth
3. Creditors payment rate** ~ -qqts of goods, products anX aggrilgd ¢ 74 71 -4.1% Operatingcycle . '
materials sold The operating cyclenfovr current assetsv(a sum of inventory turnover and debtorsﬁcollectlon rate) L .
inthel yI f eaSR LISNA2R aK2NUSYSR 02 py RlIéa® hy | FgSNFr3IS |
4. Operating cycle 1+2 60 58 -3.3% are converted into cash.
5. Cash conversion cycle 4-3 -14 -13 -7.1%

* Tradeandother receivables

** Tradeand other liabilities
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Cashconversioncycle

The consequence of the above trends, the cash conversion cycle as at 31 December 2019 was
13days The negative value of the cash conversion cycle means that the Group uses trade credit
(financing with the nofinterestbearing borrowed capital).
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Provisions of the LW Bogdanka
Group

Balancesheet provisions
ot[ b Wnnnt

Employee provisions

Provision for real property tax

Provision for the mine closure costs and land reclamatio

Mining damage

Provision for Social Insurance Institution (ZUS) claim for

accident contributions
Other

Total

As at 31 Dec
2018
165,15¢
41,431
124,20
3,184
22,65¢
11,88¢
368,51¢

As at 31 Dec

2019
191,96t
10,30¢
171,63t
2,14¢

12,237
388,29:

Change

31 Dec. 2019/
31 Dec. 2018

16.2%
-75.1%
38.2%
-325%
-100.0%
3.0%
5.4%

The total provisions as at 31 December 2019 amounted to PLN 388,292,000, which means an increass

compared to the value as at 31 December 2018.

Changen provisions

Change

. Change Change
wot[ b Wnnnd Q4 2019/

Q42018 Q42019 042018
Employee provisions 6,657  17,34¢ 160.6%
Provision for real property tax -7,49¢ -8,94¢ 19.3%
Provision for the mine closure cos 698 32,84 )
and land reclamation
Mining damage -266 -34¢ 31.29
Provision for Social Insurance
Institution (ZUS) claim for acciden 338 0 -
contributions
Other -27C -182 -32.29
Total -1,73€ 40,71 -

Change in Change in

2018

8,13¢
-922
9,75¢

-1,25C

1,31¢

-5,76(
11,28(

2019

26,80¢
-31,12¢
47,42¢

-1,03¢

-22,65¢

354
19,77:

Change
2019/
2018
229.69

3,275.89
386.0%

-17.2%

75.3%

{o! o

by

C\
A

R

Place where impact of the change in provisions is recognised in the consolidated financial statements

Change c
provisions ir
201¢

wt[ b WYnnne

Employee provisions 26,80¢
Provision for real property tax -31,12¢
Provision for the mine closure costs 47.42¢
and land reclamation
Mining damage -1,03¢
Provision for Social Insurance
Institution (ZUS) claim for accident -22,65¢
contributions
Other 354
Total 19,77¢
Change il
wt[ b Wnnne provisions
in Q4 201¢
Employee provisions 17,34¢
Provision for real property tax -8,944
Provision for the mine closure 32,84«
costs and land reclamation
Mining damage -349
Provision for Social Insurance
Institution (ZUS) claim for accide -
contributions
Other -183
Total 40,717

Change disclose

activity (EBITD/

Change disclose
in operating
activity (EBITDA

41,66(
3,712

-618

-282

-16,39¢

438
28,51¢

in operating

19,32¢

-1,84z

-282

Change disclose
below the result of
operating activity-

Change disclose
below the resul
of operating

Including:

Change disclose
only in the
balance sheet
increase

in balancesheet

activity - interest value of property

4,261
2,02C

4,00C

-6,26C

237
4,25¢

interest

1,134
238

1,281

15
2,66€

plant and
equipment

44,04¢

44,04€
Including:

Change disclose
only in the balanc¢

sheet- increase
in balancesheet

value of property.

plant and
equipment

33,40¢

33,40¢

Change disclose
in other
comprehensive
income

5,98¢

5,98¢€

Change disclose
in other
comprehensive
income

5,207

5,207

Change disclose
only in the
balancesheett
use of the
provision

-25,10C
-36,85¢

-753

-321
-63,03z

Change disclose
only in the
balancesheett
use of the
provision

-8,32C
-9,182

-151
-17,72C
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Revenue and key customers of LW Revenue o S o
0b0 AY vn HAamMp UKS /2YLIyeQa NBZSYydzS | Y2dzyuSR U2

Bogdan ka S.A. by 26.2% compared to Q4 2018
(-) in the whole 2019 the revenue amounted to PLN 2,154,509,000 compared to PLN 1,754,896,000

Dynamics of changes in product range with respect to in 2018 which means a drop in revenue by 22.8% yly

revenue (+) the main source of revenue at [Bigdankas.A. is the production and sale of thermal coal. In each

) of the compared reporting periods this activity generates approximately 98% of thBdgtfankg ®! ®Qa

ot [ b WYWnnannt Q4201 Q4201¢ Changt Change ¢ 201¢ 201¢ Changt Change ¢ revenue.

Sale of coal 410,82 521,83: 111,01( 27.0y 1,715,411 2,116,411 401,00( 23.4y .
Revenue on other operations

Other activities 4,85¢ 5,56€ 708 14.6% 20,70t 20,701 -4 0.0% In Q4 2019 revenue on other operations were PLN 5,566,000 compared to PLN 4,858,000 in the

Sale of goods and ) ; analogous period of 2018 (down by 14.6% yly). A significant share in that group of revenue was held by:

materials 4,95¢ 3,621 -1,33¢ -26.9Y 18,77¢ 17,39: -1,38¢ -7.4% A revenue from services of coal transport provided by B¥gdankaS.A. for the benefit of some

. . customers,

Total 420,63t 531,01¢ 110,38« 26.2% 1,754,891 2,154,50¢ 399,61 22.8% A revenue on industrial services provided to companies performing works contracted by the Company
A revenue on lease of neourrent assets.

Structure of revenue
In the whole 2019 revenue on other operations was PLN 20,701,000 and stood at the same level than

[%] Q4 201¢ Q4 201! 201¢ 201¢ in the previous year.

Sale of coal 97.79 98.39 97.7% 98.29 Lower value of revenue on sales of goods and materials is a consequence of lower scrap sales (i.e. lining

‘ ' ‘ ' recovered from closing galleries and greater degree of their recovery due to their greater recovery).
Other activities 1.1% 1.0% 1.2% 1.0%
: Key customers
.29 0.7% .19 0.8% ) .

Sale of goods and materials 1.2% L1 More than 93% of coal sales (in terms of value) in 2019 was effected betweBoddsnkes.A. and

Total 100.0% 100.0% 100.0% 100.0% EneaWytwarzaniesp. z0.0., EneaElektrowniat 2 O I §/A, ENER@ektrownieh & i NBB.L 1 |
andGrupaAzoty% |l | (\koRwet dzO IS.A.2In 2018 the share of the above customers was similar.
Key customers by share in revenue:
A EneaWytwarzaniesp. zo.0. ¢ EneaGroupg approx. 65% of share in the revenue

Geographical structure of revenue A EneaElektrowniat 2 O | S/ Ef@aGroupc approx. 19% share in the revenue

ot [ b Wnnn€ Q4201¢ Structure Q4 201¢ Structure 201¢  Structure 201¢  Structure

Domestic sales 420,53¢ 100.0%  530,97: 100.09 1,754,76: 100.09 2,154,42( 100.09

Foreign sales 97 0.0% 46 0.0% 13¢ 0.0% 83 0.0%

Total 420,63t 100.0¥  531,01¢ 100.0% 1,754,89¢ 100.0% 2,154,50¢ 100.0

Geographical structure of revenue

The Company operates primarily in PolaimdQ4 2019 and in the whole 2019 the exports of goods and products included

primarily sale of coal. In 2019 the value of exports in the total revenue was PLN 83,000, while in 2018 the figure was

PLN133,000
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Financial highlights
LW Bogdanka S.A.

Analysis of the income statement

wt[ b WYnnns Q4 201t Q4 201! Changt 201¢ 201¢ Changt
Revenue 420,63t 531,01¢ 26.2% 1,754,89¢ 2,154,50¢ 22.8Y -~

N

Costs of products, goods and materials sol

selling costs and administrative expenses 454,19 476,09¢ 4.8% 1,730,81 1,801,311 419
Profit/(loss) on sales -33,56: 54,92 - 24,07¢ 353,19:¢ 1,366.89
Gross sales margin -8.0% 10.3% 18.3p.p 1.4% 16.4% 15p.p
Other income 3,51: 1,83¢ -47.7Y 33,86¢ 4,68: -86.2Y
Other costs 33 49€ 1,409.19 1,04¢ 1,202 14.8%
Net operating profit/(loss) -30,08: 56,26% - 56,90( 356,67 526.8%
Other profits/(losses) net -1,11C 83 - 31€& 12,847  3,939.99
Net operating profit/(loss) (EBIT) -31,19:2 56,34 - 57,21¢ 369,52( 545.8% Net profit/los§o_
EBIT margin 7.4 10.6% 18.0p.p 3.3% 1720 13.9pp of the reporting period
EBITDA 66,95: 154,55 130.8Y 455,39¢ 752,13t 65.2% Pretax
EBITDA margin 15.99 29.19 13.2 p.p 26.09 3499  89pp profit/loss
Finance income 2,63¢ 3,87(C 46.7% 15,33¢ 15,71¢ 2.5%
Finance costs -197 3,197 - 10,83( 10,617 -2.0% o I —
Profit/(loss) before taxation -28,351 57,01¢ - 61,72¢ 374,62 506.9%
Pretax profit margin -6.7% 10.79 17.4p.p 3.5% 17.4Y  139p.p Operating profitioss —
Income tax -5,82¢ 11,16t - 10,12¢ 68,43¢ 575.7% (EBIT)
Net profit/(loss) -22,53: 45,85t - 51,591 306,18 493.4y Profitflosson sales\-“é B BB
Net sales margin -5.4% 8.6% 14.0p.p 2.9% 14.2% 11.3p.p
0 HnAn nnnnn nngnn nnynn nnn

m 2019 = 2018
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Financial highlights
LWBogdankes.A.

Revenue

The value of revenue for Q4 2019 increased by 26.2%
compared to the same period of the previous year
and amounted to PLN 531,018,000. In the whole 2019
the Company generated revenue at a level of PLN
2,154,509,000 compared to PLN 1,754,896,000

in 2018(up by 22.8%).

Costs of products, goods and materials sold, selling
costs and administrative expenses

In Q1 2019 costs of products, goods and materials
sold plus selling costs and administrative expenses
amounted to PLN 476,096,000, i.e. they went up by
21,899,000 (+4.8%) compared to the same period

of the previous year (PL#64,197,000).

In 2019 the cost of products, goods and materials sold
as well as selling costs and administrative expenses
increased from PLN 1,730,817,000 in the previous
year to PLN 1,801,316,000. Increase by 4.1%.

Profit/(loss) on sales

In Q4 2019 profit on sales amounted to PLN
54,922,000, while in the same period of 2018 loss

on saleswas recorded and amounted to PEN
33,562,000.

The Company closed 2019 with a profit on sales in the
amount of PLN 353,193,000, versus PLN 24,079,000
in 2018

Other income

In Q4 2019 other income amounted to PLN 1,838,000
compared to PLN 3,513,000 a year before (of which
adominantitem were liquidated damages received
and return of the excise tax).

In 2019 other income amounted to PLN 4,683,000
compared to PLN 33,869,000 a year before. In 2018
the Parent settled with the consortium dostostal
Warszawa S.A. arccionalnfraestructuragpositive
impact on the result of PLN 28,666,000) and settled

with Wonam(PLN +2,499,000).

Other costs

Other costs in 2018 amounted to PLN 1,048,000 while
in 2019 the figure was PLN 1,203,@dominant

item in both periods were damages paid and
donations granted.

Other profits/(losses) net
In Q4 2019 other net profits amounted to PLN 83,000
compared to the loss of PLN 1,110,000 in Q4 2018.

Other net profit in the whole 2019 amounted to PLN
12,847,000 compared to PLN 318,000 in 2018
(inrelationto a release of a provision for disputable
claim of the Social Security Institution (ZUS).

EBIT

Operating result in Q4 2019 amounted to PLN
56,345,000. EBIT margin in the fourth quarter of 2019
was 10.6%, i.e. it was higher by 18.0 p.p. than in the
fourth quarter of the previous year. EBIT margin for
the whole 2019 was higher by 13.9 p.p. compared

to the 2018, and accounted for 17.2%.

EBITDA

EBITDA in Q4 2019 decreased by 130.8% compared
to Q42018 and amounted to PL1Nb4,%2,00Q
EBITDAnargin in Q4 2019 equalled 29.1%, which
shows an increase compared to the same period

of 2018

In 2019 the Company achieved an EBITDA margin
of 34.9%, i.e. 8.9 p.p. more year on year compared

to 2018(while the EBITDA amount increased by 65.2%
in the analysed period). In 2019, EBITDA amounted
to PLN752,135,000, compared to PLN 455,396,000 in
2018.

Finance income

Finance income in Q4 2019 amounted to PLN
3,870,000 (+46.7% yly). In the whole 2019 finance
income was PLN 15,719,000 (+2.5% yly). Increase
in revenuein the whole 2019 is attributable primarily

58

to a release of provision for interest on disputable
claim of the Social Security Institution (ZUS) and
profit/(loss) on the settlement of interest on real
property tax (overpayments and
liabilities/provisions).

Finance costs

In Q4 2019 finance costs were higher than the costs
in the same period of 2018, and amounted to PLN
3,197,000. Finance costs for the whole 2019
amounted to PLN 10,617,000 compared to PLN
10,830,000 in 2018 (decrease by 2.0%).

As at 31 December 2019, the Company did not hold
any interestbearing debt.

Profit/(loss) before taxation

In Q4 2019 the Company generated e profit

of PLN57,018,000 compared to the pitex loss

of PLN-28,357,000 in Q4 2018.

Profit before taxation for the whole 2019 amounted
to PLN 374,622,000 against PLN 61,726,000

in the same period of 2018.

Net profit/(loss) for the reporting period

In Q4 2019 the Company achieved net profit of PLN
45,855,000 compared to the net loss of RLN
22,532,000 in Q4 2018.

The net profit of the Group for four quarters of 2019
was PLN 306,184,000 compared to PLN 51,597,000
in the analogous period of the previous financial year.
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Balancesheet
of LWBogdankas.A.

Balance sheet

ot[ b Wnnng 31Dec.201 31Dec. 201 Changt
Total assets 3,893,71! 4,208,38: 8.1%

Return on Assets (ROA)* 1.3% 7.6% 6.3p.p
Non-current assets 3,444.,47! 3,485,10: 1.2%
Current assets 449,24( 723,28: 61.0%
Equity 2,930,98! 3,206,87! 9.4%

Return on Equity (ROE)* 1.8% 10.0¥ 8.2p.p
Provisions and liabilities 962,72¢ 1,001,51: 4.0%

* the calculations include net result for the last four quarters and an average level of asset
equity (as at 31 December 2019 + as at 31 December 2018)/2

Analysis of the separate statement of financial position

Nomcurent cccr. T

Currentassets

EquityO

Provisionsand -
liabilities

VAL

o

m31.12.2019 1 31.12.2018

500 M AWM pAW AAWM paA@® AN@ pAm NN

ieao
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Assets

The balancesheet total as at 31 December 2019 went up to PLN 4,208,383,000 (i.e. by PLN 314,668,000) compared
to the value as at 31 December 2018, with rnrent assets going up by PLN 40,627,000 and current assets going
up by PLN 274,041,000. In current assets, an increase was recorded in inventories (+26.3%), trade and other
receivables (+17.4%), overpaid income tax (+46.4%) as well as cash and cash equivalents (+137.4%).

As at 31 December 2019 the ROA figure was 7.6%, while as at the end of 2018 it was 1.3%.

Equity and liabilities

The equity went up by 9.4%. It was an effect of the comprehensive income disclosed for 2019 and payment

of dividendfor 2018.

Provisions and liabilities went up by 4.0% compared to the value as at 31 December 2018, with current liabilities

going down by 16.8% (main drop in trade and other liabilities and provisions for other liabilities and charges), while

non-current liabilities went up by 21.8% (including mainly growth in liabilities on account of the deferred income tax,

liabilities on employee benefits, provisions for other liabilities and charges, and subsidies; lease liabilities due to the
FLILX AOIF GA2Y Ay wnmdg 2F LCw{ mc a[SlIaSa¢ 6SNB +ftaz2 NBO23yrac

At 31 December 2019 an increase in ROE was recorded (by 8.2 p.p.) compared to the end of 2018. The value of the
ratio as at 31 December 2019 was 10.0% compared to 1.8% as at 31 December 2018.
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Cash flow
LW Bogdanka S.A.
Cash flow
Gt[b WYnnnt Q4 201 Q4 201 Chang 201¢ 201¢  Chang
Cash flow from (used in) operating 96,12¢ 206,541 114.99 444028 699,937  57.69
activities ! ! : ! ! :
Cash flow from (used in) investing 37,021 114,52t 20949  -40536.  -458,85’ 13.29
activities ! ! ! e
CFFO* 59,10¢ 92,02 55.7 38,66 241,08¢  523.69
Cash flow from (used in) financing -150,00; 528 99.69  -300,96¢ 28,70¢  -90.59

activities

*total cash flow from operating and investing activity

Castflow from (used |6 &
in) operatingactivities |2 LIS NI

Castlow from (used® # &

gayse

i) investingactivites A Y 6 S$a i @ 0@ 2y Se

Castilow from (useda| g &
in) financingactivities,

[

TAYLyazgse

mcnan

nmmn n

Ny n

m 2019

nng

2018

Hnan

nonmnn

e HAamy

nonainn

nonynnn n

t[bQhhl
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In Q4 2019 the Company generated net cash flow from operating activities higher
by 114.9%6 than in Q4 2018in Q4 2019 it amounted to PLN 206,545,000 compared
to PLN96,125,000 a year before. In 2019, the Company generated cash flow from
operating activities in the amount of PLN 699,937,000 (+57.6% yly).

Cash flow from investing activities increased its value (in absolute values) in Q4 2019
by 209.4% (to PLN 114,525,000) relative to the analogous period of 2018. Cumulative for
12 months of 2019 cash flow from investing activity was lower by 13.2% from cash flow
from the analogous period last year.

In Q4 2019, the Company recorded negative cash flow from financing activities of PLN
528,000 (resulting from payments of liabilities under financial lease agreements). In the
whole 2019, the Company also generated negative cash flows from financing activities
of PLN 28,709,000 (dividend of PLN 25,510,000 was paid, payments of liabilities under
financial lease agreements were made in the amount of PLN 3,314,000) and a subsidy
of PLN115,000 was received.
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Debt and liquidity ratios Overall debt ratio
LW Boadanka S.A The overall debt ratio as at 31 December 2019 went down by 0.9 p.p. compared to 31 December 2018
ogdanka s.A. and reached 23.8%value of equity and liabilities increased in relation to liabilities mainky
to retained profit.
Cash flow
Ot[b Wnnns 31Dec.201 31 Dec. 201 Chang ¢KS tS@st 2F UKS /2YLIyeoa RSola La hu om 5505
2LISNY 0A2Y | YyR Ada lFoAfAue 02 asaufS tAFOAfAUAS
Overall debt ratio 24.7Y 23.8¥ -0.9 p.p subject to mediurterm and longterm analyses in order to secure liquidity and cash at proper levels.
Ratio (debt plus employee liabilities)/EBITDA 0.4t 0.2 -44.4% Ratio debt plus employee liabilities/EBITDA
) The ratio describing debt to EBITDA at the end of Q4 2019 dropped by 44.4% to 0.25. When comparing
Net debt ratio/EBITDA* -0.4¢ -0.4¢ 14.0% data as at 31 December 2019 to data as at 31 December 2018, an increase was recorded both in debt
Debt to equity ratio 32.89 31.29 1.6pp i?geEblt?»lTDA (cumulatively for the last four quarters), but the increase in EBITDA was higher than that
Fixed capital to nowcurrent assets ratio (non 96,69 105.39 8.7 p.p Ratio net deb/EBITDA

current assets/fixed capital . o . I
pital) The ratio describing the relation of net debt (the total of current and-parrent liabilities less cash

and equivalents) to EBITDA dropped frédm3 as at 31 December 2018-049 as at 31 December
11.49 8.8 -2.6p.p 2019. The value of net debt dropped by ca. PLN 212 million and amounted t867LMillion with
EBITDA going up by ca. PLN 297 million (EBITDA cumulatively for the last four quarters).

Current debt ratio
(current liabilities/equity and liabilities)

Noncurrent debt ratio

0, 0,
(nonrcurrent liabilities/equity and liabilities) 3.3 150 L7p.p

Debt to equity ratio
Debt to equity ratio as at 31 December 2019 decreased in relation to 31 December 2018 by 1.6 p.p.
and was 31.2%liabilities went up by ca. PLN 39 million along with an increase in equity by ca. PLN

* Debt=non-current liabilitiesdue to bondsissue+ non-current loansand borrowings+ current loans
andborrowings

276 million.
31 Dec. 201 31 Dec. 201 Changt
R . " 0 Fixed capital to norcurrent assets ratio
Current liquidity ratio 1.2¢ 2.1C 70.7y The fixed capital to nogurrent assets ratio was 105.3% (as at 31 December 2019) compared to 96.6%
Quick liquidity ratio 1.01 1.81 79.29 (as at 31 December 2018)n the analysed period the value of nearrent assets increased
by approx PLN 41 million and fixed capitals (equity plus-norrent liabilities less provisions),
In the period covered by the financial statements, the liquidity ratios of the Company remained at a by approx PLN 342 million.

safe high level, and the Company is not having any difficulties in settling its liabilities.
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Turnover ratios at LW Bogdanka Inventoryturnover
S.A The inventory turnover ratio as at 31 December 2019 increased to 18 days, compared 31 December
s 2018. Disposal of inventories takes on average 2 days more.

Debtorscollectionrate

Turnover ratios The debtors collection rate (calculated on the basis of the bakingeS S A GSY ¢ NI RS FyR 24
. NBOSAQOLof Saso 61la oy RIFIea oFa i om 55085Y06SNI Hampo =
WY 31 Dec. 201 31 Dec. 201 Ch ~ PR " P N P . A p
ot b wnnns e ec ang ¢KS RNBL) Ay (KS NIGA2Qa Ol tdS A& lGGNRodzil 6t S G2 I
average inventories . asignificantlyhigher average level of the revenue.
1. Inventory turnover X days in the 16 18 12.59
: ry costs of goods, products an period :
materials sold Creditorspaymentrate
_ Average receivables days in the ¢KS ONBRAG2NB LI eYSyd NriGS o6OIfOdA I GSR 2y GKS olara
2. Debtors collection rate* eriod 43 38 -11.6% tAFLOAEAUASEaEy a | UKS SYyR 2F Hnanmdp FI20 aK2NUSNI oée p
revenue P asat the end of 2018. In the analysed period the Group had a lower average level of current trade
average liabilities days inthe I(i;lbilities (bgfﬁpﬁrgx. !il.N)lO million) with higher costs of products, goods and materials sold
; ok approx million).
3. Creditors payment rate costs of goods, products anX period 74 69 -6.8% yapp
materials sold
) Operatingcycle
4. Operating cycle 1+2 59 56 -5.1% The operating cycle for current assets (a sum of inventory turnover and debtors collection rate)
) inthel yI f 2aSR LISNA2R aK2NISySR (G2 pc RIFI&ad hy @SN 3IS |
5. Cash conversion cycle 4-3 -15 -13 -13.3% assets are converted into cash.

* Tradeandother receivables

Cashconversioncycle

The consequence of the above trends, the cash conversion cycle as at 31 Decembea019
-13days. The negative value of the cash conversion cycle means that the Company trade credit
(financing with the norinterestbearing borrowed capital).

** Tradeand other liabilities
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Provisions in LW Bogdanka S.A.
Balancesheet provisions
wt[b

Ynnneé

Employee provisions

Provision for real property tax

Provision for the mine closure costs and land reclamatio

Mining damage

Provision for Social Insurance Institution (ZUS) claim for

accident contributions
Other

Total

As at 31 Dec As at 31 Dec

2018

161,73t
41,431
124,201
3,184
22,65¢

11,85¢
365,07¢

2019

187,23(
10,30¢
171,63t
2,14¢

12,20¢
383,52¢

Change
2019/2018

15.8%
-75.1%
38.2%
-325%

3.0%
5.1%

Thetotal provisionsasat 31 December2019amountedto PLN383528000, whichmeansan increaseby 5.1%

comparedto the valueasat 31 December2018

Changen provisions

Change

. Change Change
wt[ b Wnnnd Q4 2019/

Q4 2018 Q42019 04 2018
Employee provisions 7,774 18,04C 132,1%
Provision for real property tax -7,49¢  -8,944 19.3%
Provision for the mine closure cos 698 32,84 )
and land reclamation
Mining damage -26€ -34¢ 31.29
Provision for Social Insurance
Institution (ZUS) claim for acciden 33t - -
contributions
Other -23¢ -118 -50,%%
Total -587  41,47: -

2018

8,17:
-922
9,75¢

-1,25(C

1,31¢

-5,55¢
11,51¢

Change in Change in

2019

25,49t
-31,12¢
47,42¢

-1,03¢

-22,65¢

35C
18,45¢

Change
2019/2018

211.99
3,275.89
386.0%

-17.29

60.2%

2F [ 2 23RFY1F {®!'®d YR GKS [2 23RFY ]}
Place where impact of the change in provisions is recognised in the financial statements
Including:
Change
Changt disclosed onl
: Change o eay disclosed belot in the balanci o A0 L Cheno
wt[ b Wnnns provisions ir : the result o' sheet- increase )
201¢ operating X in bal Other in the balance
activity operating in bajance Comprehensiv sheett use of
activity- sheet value ¢ -
(EBITD# ) Income  the provisior
interest property, plan
and equipmen
Employee provisions 25,49t 39,59( 4,194 - 5,917 -24,20¢€
Provision for real property tax -31,12¢ 3,718 2,02C - - -36,85¢
Provision for the mine closure costs 47.42¢ 618 4,00 44.04¢ ) )
and land reclamation
Mining damage -1,03¢ -282 - - - -753
Provision for Social Insurance
Institution (ZUS) claim for accident -22,65¢ -16,39¢ -6,26C - - -
contributions
Other 350 432 237 - - -319
Total 18,45t 26,431 4,191 44,04¢ 5,917 -62,13¢
Including:
Changt
disclosed only i
Change o Changt . Changt the balance _ Amount Chang
Ot[b Wnnnsg provisions in Q: disclosed i disclosed belo\ sheet- increase disclosed i disclosed only i
2019 operating the result of in balancesheet Other the balance
activity (EBITD) operating value of Comprehensiv  sheett use of
ty ( 'activity-interest property, plan Income  the provisior
and equipmen
Employee provisions 18,04C 19,60¢ 1,07C - 5,13€ -7,771
Provision for real property tax -8,944 - 238 - - -9,182
Provision for the mine closure 32,844 -1,84z 1,281 33,40¢ - -
costs and land reclamation
Mining damage -349 -282 - - - -67
Provision for Social Insurance
Institution (ZUS) claim for accide - - - - - -
contributions
Other -118 28 15 - - -161
Total 41,47¢ 17,50¢ 2,604 33,40¢ 5,13€ -17,181
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Costs in LW Bogdanka S.A.

Costs by type

GOt [ b Wnnns Q4201¢ Q4201¢ Changi  201€  201¢ Chang Q42019 _ _

. L : . _ ~ In Q4 2019, LVBogdankaS.A. incurred costs by type in the amount of PLN 624,505,000 (PLN +23,391,000
bSd LINERdzOUAZY oWnnn 0 2,181 2,32¢ 6.3% 9,007 9,451 4.9% yly), i.e. by 3.9% higher than in Q4 2018. The increase in costs recorded in Q4 2019 was primarily
{1t8a oWnnn G2yySas 2,15E 2,29¢ 6.6% 8,947 9,35¢ 4.7Y% influenced by higher value of employee benefits and other costs. This increase was to a certain degree

o B compensated with lower costs of materials and energy consumption.
Amortisation 98,14« 98,427 0.3% 398,17¢ 382,86: -3.8%
Materials and energy consumption 157,727 135,18 -14.3% 572,37¢ 515,70¢ -9.9Y% The value of depreciation and amortisation went up by 0.3% (to PLN 98,427 ib@0jalue of natural
) ; 0 0 depreciation and amortisation increased (PLN +2.3 million), and depreciation of thécigbéasset
Outsourced services 13560 130,67¢  -3.6% 495,39 522,30t 5.4% (lease) was disclosed (approx. PLN +0.8 million) with the depreciation -@un@nt assets going down
Employee benefits 197,64¢ 231,52 17.1¥ 583,29¢ 648,85¢ 11.2% (PLN 2.9 million).

. . . Total cost of materials and energy consumption went down by 14.3% compared to the fourth quarter
Entertainment and advertising costs 181 157¢  -13.0v 8,80¢ 8,00¢ 9.1 of 2018 and totalled PLN 135,182,000. In the period under analysis the value of materials used dropped
Taxes, fees and charges 9,01z 7,09¢  -21.2% 39,69t  48,32¢ 21.7y (PLN-24.7 million) with the costs of energy consumption going up (PLN +2.1 million).

7 0, 0,
Other costs 1,167 20,02 161559 17,268 22,281 29.0% The value of outsourced services in Q4 2019 went down from PLN 135,604,000 in Q4 2018 to PLN
Total costs by type 601,11« 624,50¢ 3.9% 2,115,01" 2,148,34t¢ 1.6% 130,679,000-3.6%). In the period under analysis, the Company recorded decreases in services related
to drilling and redevelopment of excavations (P4A\L million), other mining & drilling and excavation

- - - 0, - - " 0,
Cost of own work 92,071 -81,91] 11.0% -300,59: -307,29 2:29 works on working days and on Sundays and holidays{P2Killion) and auxiliary works (PLN5
Accruals and deferrals -45,52;  -75,61f  66.1% 1,34€  -9,031 -771.09 million), with a concurrent growth in the costs of rail transport of coal (PLN +0.6 million), other work

: ] } o P 0 . . } 0 (PLN+1.6million) and the service of stone removal for land reclamation (PLN +2.0 million).

Valu.e _Of coal obtained from exF:avatl(.ms 25,530 -15,96¢ 37.59 -113,220 81,84 2119 In Q4 2019, compared Q42018 the value of employee benefits increased by PLN 33,874,000. It was
Provisions and other presentation adjustments 17,257 26,537 53.80 17,32 49,26¢ 184.49 aresultof an increase in remunerations (PLN +24.8 million) and employee benefits (PLN +9.8 million).
between costs by type and by function Atthe same time, average employment y/y in IBtigdankeS.A. increased by 171 people.
Total production cost 455,247 477,55 4.9% 1,719,87( 1,799,44: 4.6% The decrease in the value of entertainment and advertising costs is a consequence of different tranche o
Change in products 5,847  -4,88¢ -16.3%  -7.67F -1533(  99.7Y LI 8YSy i &aO0OKSRdzZ Sa Ay NBMNYHAQBAHE@ubAaLRZ Yy a2NAY I 2F GKS &
Costs of goods and materials sold 4,797 3,434 -284y  18,62: 17,20¢ -7.6%
Own cost of sales, including: 454,197 476,09¢ 4.8% 1,730,81" 1,801,31¢ 4.1%
Costs of products, goods and materials sold 415,68 433,61« 4.3% 1,585,71¢ 1,647,13. 3.9%
Selling costs 11,27¢ 9,70z -14.0¥  44,01C 37,98¢ -13.7%
Administrative expenses 27,241 32,78( 20.3¥ 101,08¢ 116,19¢ 14.9%
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Costs in LW Bogdanka S.A. 2019

In 2019, LMBogdankeS.A. incurred costs in the amount of PLN 2,148,346,000, i.e. by 1.6% (PLN 33,329,000) higher than in the

same period of 2018. The increase in costs recorded in the analysed period was largely influenced by the increase in employee
Costs by type benefits, taxes and charges and other costs. This increase was to a certain degree compensated with lower costs of materials
and energy consumption.

2.3%
0,4% 1,0% . - -
The value of depreciation and amortisation went down by 3.8% (to PLN 382,865t8@0)alue of depreciation of neourrent
assets and of natural depreciation went down. A drop in the natural depreciation is a consequence of a removal of longwall
galleries of a lower initial value.

Total cost of materials and energy consumption went down by 9.9% compared to 2018 by 9.9%, and totalled PLN 515,706,000.
17,8% In the period under analysis, the biggest drop was recorded in the value of parts to wall conveycA(Riilibn) and the
value of parts to JOY conveyor (Ré&Million).
Furthermore, in relation to a lower gross extraction the value of energy consumption went down (understood as a sum
of electricand heat energy, water and waste water) by PLN 2 million.
Compared to 2018, the value of outsourced services in 2019 went up from PLN 495,394,000 to PLN 522,308,000 (+5.4%). In the

30.2%

Structure of costs

by typein 2019 = Amortisatiorf depreciation period under analysis, the highest increases were recorded in the costs of:
) . A drilling and redevelopment of existing excavations (PLN +9.8 million),
w Consumption of materials il Us A work on Saturdays and Sundays (PLN +10.6 million),
andenergy A auxiliary works on working days (PLN +1.9 million),

= Outsourcedservices 5 A transport services related to stone removal for land reclamation (PLN +1.8 million).
24,0% A Other services reclamation (PLN +7.5 million),
Employeebenefits - NJ In 2019, compared to 2018, the value of employee benefits increased by PLN 65,563,000. In the period under analysis increase
was recorded primarily in salaries (PLN +48 million) and overheads (PLN +19 million) as a result of higher average employment
2473% » Entertainment and introducing the employee retirement plans (PPE) in-20iti9.
! andadvertisement The value of taxes, fees and charges paid in the analysed period of 2019 went up to PLN 48,325,000 from PLN 39,695,000 in the
Taxesand charges 2 LI01 4 @& same period of 2018increases were recorded in the real property tax in relation to liabilities settlements (recognition
y of excavationdining and equipment in the tax base); it should be noted that the settlement did not affect materially the
0 0,8% = Other . 58 12a T0ea profit/loss, as in majority it was made with a provision (PLN +6.9 million), service charge (PLN +1.2 million) as wedhis pay

to the National Fund for the Disabled (PLN +0.9 million).

The value of other costs increased from PLN 17,268,000 (2018) to 22,281,00Q;([@0erember 2019 a new insurance policy
was taken out with coverage of 18 months from the date of signing thereof (same as the previous policy), and therefore they
are to be settled over time through accruals and deferrals.

0
0,4%—\ 79

27,6%

The result of an adjustment of costs by type by change in inventory of products and accruals and deferrals, the value
ofactivitiesF 2 NJ 6 KS / 2YLIl yeaQa 26y ySSRa FyR (KS 02aida 2% 322Ra I yR
quarters of 2019 amounting to PLINB01,316,000. Comparing to the previous year, it is higher by 4.1%.

The changes presented in the group of costs by type had an impact on the change in the structure thereof. 2019 saw a growth
(compared to the previous year) in the share of costs of outsourced services (to 24.3%), employee benefits (to 30.24J, taxes
charges (to 2.3%) and other costs (to 1.0%). But the share of the depreciation and consumption of materials and energy

decreased (17.8% and to 24%, respectively). In 2019, the consumption of materials and energy, outsourced services as well as
employee benefits totalled 78.5% of costs, and the figure was comparable to that recorded in the same period of THE previous

year (78.1%).
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Costs in LW Bogdanka S.A.

Costs by function

6,5%

2,1%'

Structure of costs by
functionin 2019

= Costsof products,goodsind materialssold

Sellingcosts J SRIbe

= Administrativeexpenses

5.9%

Structure of costs by

functionin 2018

« Costf products,goodsaind materialssold

Sellingcosts I SRIEd@

= Administrativeexpenses

Costs by function

23REFY I

{o! o

The cost of own production sold (by function) in Q4 2019 amounted to PLN 476,096,000 while in the analogous period
of the previous year, it was PLN 454,197,000.
Own cost of production sold (by function) in 2019 was PLN 1,801,316,000 and was higher by 4.1% (PLN 70,499,000)

than the cost incurred in 2018.

ot[ b Wnnnt
bSi LINRRdzOGAZ2Y

{FtS&a wWnnn G2y

Costs of products, goods and
materials sold

Selling costs

Administrative expenses

Own cost of sales

Q4 201
2,187
2,15¢

415,68

11,27¢
27,24

454,19°

Q4 201
2,32¢
2,29¢

433,61«

9,70z
32,78(

476,09¢

Changt
6.3%
6.6%

4.3%

-14.09
20.3%

4.8%

201¢
9,007
8,94:

1,585,71!

44,01(
101,08t

1,730,871

201¢
9,451
9,35¢

1,647,13:

37,98¢
116,19¢

1,801,311

Changt
4.9%
4.7%

3.9%

-13.79
14.99

4.1%

isps (26 Nk 6
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Other information with influence
on the financial standing on the
LWBogdankaGroup

Information on current and forecast economic and
financial position of the L\\BogdankaGroup with

the assessment of financial resources management
The L\WBogdankaGroup monitors on an ongoing
basis the level of costs, ratios and the value

of accumulateccash. Current debt (a loan from the
Regional Environmental Protection Fund and Water
Management for t O1 &Egedgdtyky plus cash
held, guarantee the financing on an-going basis.
Works are consistently conducted at the Parent

to optimisethe mining process (with respect to the
applied technology, planned cutting of the deposit
and access excavations for new deposits). All works
(including new excavation planning, extraction and
sale of commercial coal) take into account existing
and future market risks. Works to prepare new
excavations for operational exploitation are carried
out in such a manner so as to ensure the continuity
of extraction. International and domestic coal prices
are monitored on an ongoing basis.

The LVW\BogdankaGroup pays its liabilities when due.
The Group effectively manages its financial resources
and, at the same time, deposits free funds with banks
(for durations and in amounts determined on the
basis of ifhouse financial forecasts). As at the date
of drawing up the information, there are no premises
indicating possible risk of not settling the contracted
liabilities in future.

Suppliers

The granting of contracts by entities conducting
business activities involving mining hard coal for the
purpose of conducting those business activities

is subjectto the provisions of law on sectoral public

contracts. At the LVBogdankaGroup all

procurement orders above the thresholds, as defined
in the Public Procurement Law, are granted

in compliancewith the procedures specified in the
abovementioned Act. Other orders are made based
on procedures applied at the Group.

The principal suppliers for the LB6gdankaGroup
include mainly companies that provide services and
offer products characteristic for mining industry
(drilling and reconstructions of workings, output
dump, as well as supply of support systems for
longwall galleries, specialist mining machines and
equipment) and ones that provide electricity.
Between 1 January and 31 DecemB6d9, the value

of the turnover with any supplier did not exceed 10%
of the Group's total revenue.

Investments and capital investments of LW
BogdankaGroup
The value of cash held by the Group as at the end
of December2019 stood at PLN 516,738,000,
of which:
A PLN 133,998,000 disclosed in paurrent assets,
A PLN 382,740,000 is disclosed under current
assets.
The amount of PLN 133,998,000 covers assets
accumulated by the Parent in the Mine Closure Fund,
to be allocated for the coverage of costs of a mine
closure (these resources are held in a bank deposit).
The amount of PLN 382,740,000 includes financial
resources (available cash) kept in sharid medium
term bank deposits (including overnight deposis)
the amount of deposited cash varies depending
oninternalincome and expenditure forecasts.
Inaccordancewith the adopted Strategy, the Group
maintains the amount of available cash at the levels
equal to at least the value of average monthly sales
revenue (1/12 of forecast annual sales revenue).
Thefundsaccumulated at the Parent amount
to PLN366,899,000, while the funds accumulated
at subsidiariesamount to PLN 15,841,000 (primarily
_t O &EReigdtyky

Assessmentf factors an untypical events affecting
the operating profit

The only event that had a material impact on the
DNR dzLJQ&d NBadzZ G Ay Hamd 61 &
Supreme Court dated 4 April 2019

regarding the cassation appeal of the Social
Insurance Institution (ZUS) in a dispute concerning
accident contribution. The issue is discussed in more
detail in Note 19 of the consolidated financial
statements of the LVBogdankaGroup

for 2019.

Except for the above, in 2019 the Group did not see
any untypical events, affecting its operating results.

Overview of significant ofbalance sheet items

of the LWBogdankaGroup in subjective, objective
and value terms

In 2019 no material ofbalance sheet items occurred.
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Share capital and shareholding ?ﬁafehor:dgng StrECture i s
e grap elow snows a sharenolding structure
structure of LMogdank£.A. of the Company as at 25 March 2020

Share capital structure

The Company's share capital amounts to PLN .
170,067,950 and is divided into 34,013,590 shares Shareholding of L\Bogdanka5.A.
with a par value of PLN 5 per share. as at 25 Marcr2020¢

On 4 January 2012, a total of 3,208,111 employee

shares were introduced to the Warsaw Stock

Exchange, and further 34,754 employee shares were

AYUiNRBRdzZOSR 2y n CSoNMHzZ NBE Hamod ¢KS /2YLI yeQa

public float totals 34,013,455 shares. As at the date

of publishing this Report, the remaining 135 shares

are registered shares. Other
The total number of votes resulting from all of the 34.0%
issued shares of the Issuer corresponds to the

number of shares and equals 34,013,590 votes.

The Company has a strategic majority shareholder.

The majority shareholder is tieneaGroup which

holds a majority block of shares which accounts for

66.0% of the shares in LBbgdankes.A. 34,013,590
(themajorityd K NEK2f RSNDRa of201 2F &K, ca G2aGlta
22,448,834 shares, which corresponds to a nominal
value of PLN 112,244,170). Other shareholders of the
Issuer are mainly institutional investors in the form

Total number of votes cast

Enea Grouf

of pension and investment funds. 66.0%
Treasury shares
In 2019 L\VBogdankeS.A. and subsidiaries *EneaS.A. holds 64.6% of votdspeaS.A. jointly with its subsidiary,

of LWBogdankas.A. did not acquire any treasury EneaWytwarzanie holds 66.0% of votes
shares of the Company.

Changes in the shareholding structure by the
date of the Report

According to the information of the Parent,

no changesn the ownership structure of significant
blocks of shares have occurred since the publication
of the Consolidated Report for Q3 2019.
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Holdings of shares in LBbgdanka
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bodies

Sharedn related entities of the Company

Management Board and Supervisory Board Members
do not hold shares in the Subsidiaries:

A _t Ol &E&efgtykasp. zo0.0.

A EkoTRANBogdankasp. z0.0.

A RGBogdankasp. zo.0.

A MRBogdankasp. zo.o.

Potentialchangesn the shareholdingstructure

On 4 July 2013, as part of the introduction of the
Management Options Schemethe Parent,

the AnnualGeneral Shareholders Meeting

of LWBogdankéas.A. adopted Resolution No. 26 on the
issue of up to 1,360,540 registered series A
subscription warrants.

Apart from the above mentioned scheme, the Group
isnot aware of any agreements or events that would
result in future changes in the proportion of shares
held by the existing Shareholders.

In Q3 2018 the Parent and all beneficiaries of the
Scheme (the persons to whom option may be granted)
concluded arrangements under which Scheme
participation agreements of the beneficiaries were
terminated. Each beneficiary was paid compensation
of PLN 1. Upon conclusion of the above arrangements
the Management Options Scheme was ultimately
closed.

/| 2 Y LJ y glolgings of shares in LBbgdankaS.A. as well as shares in related entities ofGloenpany
by the management and supervision personnel of Bégdankes.A.:

MANAGEMENT BOARD

The number of th

The number of th Par value of the sharr Company shares as of

Name and surname Company share

Par value of the shar

Number of shares

as of 25 March 205 (PLN November 201 (PLN subsidiary compani¢
Artur Wasil 0 0 0 0
DariuszDumkiewicz 0 0 0 0
Artur Wasilewski 0 0 0 0
AdamPartyka 253 1,265 253 1,265 0
SUPERVISORY BOARD
The number of th Number of the

Par value of the shar

Name and surname Company share / 2YLI} yeQa

Par value of the shar

Number of shares

as of 25 March 20z (PLN 20 November 201! (PLN subsidiary companic

a A NB &dvhlib 0 0 0 0 0
SzymonJankowski 0 0 0 0 0
IzabelaAntczak- Bogajczyk 0 0 0 0 0
EwaNowaczyk 0 0 0 0 0
KamilPatyra 0 0 0 0 0
Mariuszw 2 Y I 2 O1 dz] 0 0 0 0 0
AnnaSpoz 0 0 0 0 0
a A O Btbptra 0 0 0 0 0

The number of th The number of th
Par value of the sharrCompany shares as of ~ Par value of the shar Number of shares
TOTAL Compgr;y'\:gs:rﬁség; (PLN November 201 (PLN subsidiary companie
253 1,26t 253 1,26t

0

*As declaredby ManagemenBoardand SupervisonBoardMembersof the Issuer
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Dividend policy
of LWBogdankas.A.

Dividendpolicy

In the medium and long run, the Company wants
to remaina dividendpaying company, and the
Management Board of L\Wogdankas.A. intends
to askthe General Shareholders Meeting for
approval of dividends up to 50% of the net profits

AK2gy Ay GKS [/ 2YLIlyeQa &ASLINIGS FAYEFYyOALl

statements, prepared in accordance with the
International Financial Reporting Standards
asendorsedby the EU.

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
recommended each time by the Management Board
will depend on:

A current market situation

A generated operating cash flows

A planned capital expenditures and investments

A projected debt of the Company.

The above dividend payment policy will be reviewed
periodically, and future dividend payments will

be madein accordance with the decisions of the
General Shareholders Meeting.

Dividendpaid out of profit for 2017-2018

Item

Net profit (separate) for the previous year [PLN millio
Total dividend [PLN million]

Dividend per share [PLN]

Earnings/loss per share [PLN]

Dividend payment rate

Dividend rate

{0 @

Dividend payment year

2017
175.¢
34

1

5.2
19.3%
1.5%

2018
673.2

201¢
51.6
25.5
0.75
15
49.4%
2.1%
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Price performance of the shares
of LWBogdankés.A. on the Warsaw
Stock Exchange

Participationof the LW. 2 3 R | gharesifiadices

The Company was first listed on the Warsaw Stock
exchange on 25 June 200®uring 2019,
LWBogdankés.A. made part of the following indices: 2

A

companies.

WIG¢ includes all companies listed on the WSE
Main Market that meet the baseline criteria

of the participation in indices.

mWIGA4(; includes 40 mediursized companies
listed on the WSE Main Market. The Company has

Listings of the shares of LW Bogdanka S.A. in 2019

been present in this index since 18 December h I
2015.

WIGD 5 NJ/ Ac@hdluiles companies classified

Ayi2 GKS daAyAiAy3dé aSOG2NI oF2N¥VSNI yIYS 27F
aSOG2N) sl & awlkg alGSNAIft&acood

WIGPolandg includes only the shares

of domesticcompanies listed on the WSE Main

Market that meet the baseline criteria

of participationin indices.

Investor MS Investor MS Index is an external

index calculated by the stock exchange

on commissiorof Investors TFI S.A. The

functionality of the index is to assess behaviour

of shareprices of companies with medium and

small market cap, which make an investment area

2F GKS 4L yadSGE@ENDBRLI Fdzy R

(openend fund of top 25 small companies).

Respect Indeg index of socially responsible

iKS

[IWIGLT

0.20%

*2*RESPECT

Index

0.21%

WIG-GORNIC InvestorMS

2.13% 2.10% 0.43% 0.33%

n v v Y Vil Vil IX X X
Tradeover (j Closingprice 1TYAt OKLI

Key share indicators: 2017 2018 2018
Maximum price [PLN] 83.8 70.7 56.5
Minimum price [PLN] 59.C 45.2 323
Last price [PLN] 67.C 51.3 34.9
Average price [PLN] 715 56.9 41.1
Capitalisation at end of period [PLN million] 2,278.¢ 1,744.¢ 1,185.¢
Book value [PLN million] 2,884.¢ 2,931.( 3,207.¢
Price/earnings ratio 3.8 33.8 3.9
Price/book value 0.9 0.6 0.4
Rate of return at end of period [%0] -3.8 -23.2 -33.0
Dividend rate [%)] 15 - 2.1%
' @SNI 3S GdzNy 2 GSNI LISN. 1,362.¢ 720.¢ 817.7
Average volume per session 19,011 12,71z 20,09/
Number of shares in float [no. of shares] 34,013,591 34,013,59( 34,013,59(
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Investor relation how we do it In 2019 we took the following steps as part of the
investor relations activities:

we participated in numerous conferences and

) . meetings addressed to institutional and
Investor relations are a key component of consistent S -
. . individual investors

and integrated corporate communication for A we were at the disposal of investors from earl
LWBogdankes.A. This communication, and the p Y

associated channels and tools, are adapted to the morning o late in the evemngfor phone calls,
. . . . e-mails and facdo-face meetings
needs of particular audiences, while staying true . -
e ; . A every quarter, we met with the participants
to the principle of equal access to information. O .
of the capital market at performance conferences
raCtI C e S A every quarter, we met investor chats dedicated
" to individual investors
A we ensured thatthe LW 2 3 R | iiviedto® a
Relations website was providing the most
updated information.
A for every important event we published on our
website a dedicated investor presentation and

key financial and operating data in a udeendly
format.

We have been
shortlisted for
stage 2 of the
Golden Website
Contest.

We participated in industry
conferences and meetings
addressed to institutional
investors.

Once again we participated
in the Wall Street conferenc
addressed to individual
investors.

L

WBogdankavas
awarded by the
Association of
Individual Investors
for high quality
of investorrelations.

We received a distinction
in the 3rd Edition of the

Transparent Company of th
Year Ranking

For the 11th time we have
been listed on the Respect
Index.
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Date of Issue

Institution Recommendatior

Target price

Price on the dat

of issue
17 January IPOPEMA Securiti Sel PLN 48.3 PLN 60.7
21 January Santande Hold PLN 62.7 PLN 56.5
30 January Societe Genera Hold PLN 60.0 PLN 56.5
31 January . h Buy PLN 78.0 PLN 54.2
4 February PKO BP Securiti Sel PLN 50.0 PLN 55.6
21 February Haitonc Buy PLN 64.9 PLN 51.8
25 March Santande Hold PLN 55.0 PLN 48.8
1 April Societe Genera Hold PLN 51.0 PLN 48.0
8 April PKO BP Securiti Sel PLN 40.0 PLN 44.7
9 April . h| Buy PLN 68.0 PLN 45.0
16 April Vestor D\ Buy PLN 60.0 PLN 45.0
23 April IPOPOEMA Securit Sel PLN 36.4 PLN 40.0
21 May Santande Buy PLN 48.0 PLN 38.9
12 June PEKAO | Buy PLN 59.8 PLN 35.6
16 July Ipopeme Buy PLN 46.1 PLN 37.8
11 September Santande Buy PLN 47.0 PLN 40.1
19 September PKO BP Securiti Hold PLN 41.0 PLN 38.9
4 October Noble Securitie Sel PLN 31.6 PLN 35.3
17 October . h Buy PLN 60.0 PLN 34.9
2 December Santande Hold PLN 40.0 PLN 36.0
3 December PEKAO | Buy PLN 52.5 PLN 35.5

*The above information is the summary of broker recommendation within the meaning of the
Delegated Regulation of the Commission (EU) 20161958 dated 9 March 2016
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Composition of the Management Board of LW Bogdanka S.A. as at 25 March 2020
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the following composition:
Graduated in 2002 from the Faculty of Mining at the AGH University of Science and Technology in Krakow, with a degngemdMBrblogy, specialising in Mining
Geotechnics. In 2002 he joinkdbelsk? t 3 BdgdankeS.A. where he went through the levels of professional career from a trainee to a team foreman of extraction
brigade. In 2012 Mwasilstarted work at PRG Linter S.A. where he performed the role of Mining Director, and in 2014 was appointed to the paséiGmesident
. of the Management Board. M&rtur Wasilalso holds a posgraduate diploma in European Project Management and EU Law obtained at the Mari¢ Quile2 R2 ¢ & { I
Artur Wasil University in Lublin. On 21 March 2018 he took the position of the President of the Management BoarBajdatikes.A.
President othe
ManagementBoard

Artur Wasilewski
VicePresident othe
ManagemenBoard
Economic and Legal Affairs

Hegraduatedfrom the LublinUniversityof Technologyn 1998with a degreein Managementand Marketing In 2000he completedpostgraduatestudiesin Corporate
Financeand CapitalMarket In 2003he graduatedwith a Masterof Busines#dministrationdegreefrom WarsawUniversity& Universityof lllinois Hehasparticipated
in multiple training coursesin the domainsof finance and reporting accordingto the International FinancialReporting Standards(IFRS/IASHe is a Member
of SupervisonBoardsof companiesin 19982000 he workedasa financialanalystat a consultancyfirm DEMOSSp z 0.0., gainingexperiencein the scopeof analysis
and price estimationof enterprises,consultingimplementationsof efficiencysolutions,preparingprivatisationreports for the PolishMinistry of Treasury Since2000
he hasbeenpart of Lubelsk? t 3 BGEDANKAA. Within the Companyhe hasclimbedthe careerladderfrom FinancialAnalyst,Managerof Planningand Analysis
to ChiefEconomist Since2013he servedasthe ControllingDirectorand in 2018 he took the position of Controllingand FinanceDirector. SinceOctober2018 Vice

Presidentof the ManagemenBoard,Economiand FinancialAffairsof LWBogdankeSA.

AdamPartyka
VicePresident othe
ManagementBoard,
Employee and Social Affairs

He obtained an M.Sc degreefrom the Lublin University of Technologywhere he studied computer scienceapplicationin engineering He also completed post
graduatestudiesat the UniversityCollegeof Enterpriseand Administrationin Lublinwith major in financeand accounting He hascompleteda number of training
coursedn the followingfields audit, responsibilityand competenceof managemenpersonnel financefor managersaswell ascoursesfor membersof management
boardsandsupervisonboardsof companiesHehasbeenrelatedto LWBogdankeSA. since1l985 FromJune2014he held the positionof the DeputyChairmarof the
a{ 2t A Rraddlinib® Between 2007 and 2014 he was a shift foreman responsiblefor electrical equipment underground Between 2006 and 2012 he was
a member of the SupervisoryBoard of LW BogdankaSA. On 1 April 2016 he became VicePresidentof the ManagementBoard, Employeeand SocialAffairs
at LWBogdankeSA.

DariuszDumkiewicz
VicePresident othe
ManagemeniBoard
Development

Graduateof the Facultyof Lawand Administrationat the Marie CurieSklodowskaJniversityin Lublin,from which he graduatedin 2002with a degreein law. He has
alsocompletedpostgraduateprogrammein & t N2MasageinentandEU[ | d@gangedoy UMCSandthe LublinDevelopmentFoundation In 2018he completedhis
Master of BusinessAdministrationdegreeat the LublinUniversityof TechnologyMr DariuszDumkiewiczhas16& S I WaEk &xperiencein leadingdevelopmentand
investmentprojects From2002to 2006 he wasemployedin managerialpositionsat the City Councilof Lublin,where he managedeUfinancedprojects In 2006 he
performedthe role of advisorto the Minister in the Ministry of Labourand SocialPolicyaswell asan expertin the area of Developmentof EasternPolandin the
Ministry of Development In 2007 he was made Director of the Departmentof Strategyand Developmentin the a I NB& KOffitefofitée Lublin Province He was
responsiblefor negotiationswith the EuropeanCommissiorand financingstrategicinfrastructureinvestmentprojectsfor the province Since2008he wasa Member
of the ManagementBoard,VicePresidentof consultingfirms that provide adviceto enterprises primarilyin the energysector. In 2016 he took the position of Head
of LublinBranchof PSGsp. z 0.0., the distributor of natural gasin the D 5 NJ/ ANafiowed GazownictwoSA. Group Sincel5 October2018- VicePresidentof the
ManagementBoardresponsiblefor Developmentat LWBogdankeSA.
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