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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 commercial power sectc|

14.5% 19.7% 25.3%
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Letter of the President of LW Bogdanka S.A.

6SaiG &@SIFNI SOSNI Ay . 23Ry lacitieskas el & Mentifyiing, recognisBg/aindh G &
operating in the hard coal market. documenting new type 35 coke coal resources.

We continue to monitor the situation related to the

We continue to retain a strong market position epidemic of SARSov2, developing since the

achieving in 2020 the share in the market of thermal beginning of 2020. We have implemented an array

coal sales of 19.7%, and the share in the market of actionswith a view to minimising any threats for

of thermal coal sales to commercial power plants 2dzNJ SYLX 28884Q FyR O2y (N} OG2NRQ al FSiéexy (Kdza

of 25.3%. mitigating the related risk for continuity of our

operations. In order to mitigate the negative

In the second half of 2020 we started excavating the influence of coronavirus on its financial results, the

longest (7 km long) panexcavations in this panel Group took a number of adjusting and optimizing

were preceded by preparations, for several years, measures.

including both making galleries and developing

digital tools. This resulted in preparing a wall which Bogdanka actively participates in discussions
DearSirsand Madams, i§thefirst, in the PglisAh hard coal mirll’ling ind‘ustry, o regarding the fututg ofAhgrcII{ c9a! n?ining sestor, . ) o

gl tt WAYyOGuStftA3ISYuQ 02 adzOHKvhith are fo e&EIEIn nevi sBofaliagreemént A a | f a2z G0KS

first example of such a comprehensive use of digital regulating the functioning of the mining sector until
L FY LXSFaSR G2 LINBaSyid dools ngudifgehs Intsmehabtngdhraverage S L2 N3P49 and defining how its transformation is to be
on Operations for 2020. daily output may be as much as up to 20,000 tonnes, effected.

but the capacity of the wall complex should allow the
It was a difficult year not only for Bogdanka, but also Company to excavate, at certain stages We wish to remain the efficiency leader in the mining
for the whole economy, affected by the downturn of exploitation even 30,000 tonnes per day. sector with the highest occupational safety
resulting from the coronavirueelated restrictions. standards, who flexibly adjusts to environmental Sincerely,
Despite these difficulties, the year can be assessed In December 2020 we presented the Development requirerpeﬁts and rparket conditions, and bL{ildS o } P
asgoodfor LW Bogdanka S.A. We started excavating Strategy of LW Bogdanka S.A. from the Mining Area aDNBESY 5SIkfé¢ |a LINI 2F RAGSNEATAC Vs Saa
the historically longest panel (7 km), and at the end of the Enea Group until 2025 (under the 2030 activity. M
of the year we announced a new Development framework), including the dividend policy. i X §
Strategy of LW Bogdanka S.A. TheStrategINSa SYuUSR 06é [dzoSftalA 2t3IASt . 23RFEYTI

is the response to a challenge included in the draft
Ly Hwawnz GKS LINBRAZOGA2Y 2% 2.¢2JR0AL oG NBRY X NIt dzy GAf wanne LG LINKYENRE2 F20dasa Artur Wasil
coal amounted to 7.6 million tonnes. on maintaining production capacity, high profitability President of the Manageme&oard
Inthe same year the Group generated revenue ratios, respect for the environment and keeping the of LW Bogdanka S.A.
atalevelof PLN 1.8bn compared to PLN 2.2bn position of economic and social pillar of the region.
in 2019, EBITDA PLN 466.2mn, net prdfitN 73mn. Key assumptions of the Strategy aim at maintaining
Yield stood at a level close to that of 2019 and was production capacity, high profitability ratios of the
64%. One should remember that the presented Company, selective extraction of type 34 coal,

results are being compared with 2019 which was the  diversification of revenue by widening areas of its
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Summary of operations

Operating data Financial data Workforce

Gross coal extractiog11.9 million tonnes Revenue on salesPLN 1,822.1 million Headcount at the end of 20205,709 FTJs
Production of commercial cogl7.6 million tonnes Profit on saleg PLN 96.7 million Increase in headcount comparing to 2019%
Yieldg 64.0% EBIT¢ PLN 95.2 million

Sale of commercial cogl7.7 million tonnes EBITDA PLN 466.2 million

New excavations 25.7 km Net profitq PLN 73.0 million
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Activities of LW Bogdanka S.A.

LW Bogdanka S.A. is one of the leading coal producers in Poland, standing The Company holds four mining licences for extraction of hard coal from the

out in the industry in terms of financial performance, productivity, following deposits ; i

and investmentplans to access new deposits. The thermal hard coal sold A . 23RFy1lF 6t dzOKI Ol s6 +0 Productionjmillion tonnes]

by the Company is mostly used to produce electricity, heat and cement. A {GNI O3 eys Y

TheCompany'sustomers are mainly industrial companies, especially A haiNs g

entities operating in the power industry, located in the east and newist A K6, K7 9,0 9,5

of Poland. LW Bogdanka S.A. makes part of the Enea Group, one of the o ——— 76
leaders of the Polish power market. Assuming annual coal production at the level of about 9.0 million tonnes,

The Company has been listed at the Warsaw Stock Exclarag2009. the resources of the areas considered to be of key importance to the 2030

Strategy alone will ensure about 50 years of continuous exploitation.

Cuttingedgetechnologies

[2 . 23RFEYyllF {®! & OFNBE F2NI AdGa SYLI 28SS818 &l FSGe20%9 R 2N #RE SygaANRyYyYSyido
It utilises the most advanced technologies and wanllass machines and

equipment in its extraction processes. As a result, it is the leading mine with

GKS KAIKSal STFAOASyOe IyR STFSOUA@PSySaa
dzy RSNENRdzyR STFAOASYyOe NI 4GS Aa G(GoA0S I a
coal mining sector.
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Cost control
¢CKS /2YLIl ye O2yldAaydsSa (2 06S (KS STFAOASyOe tSIRSNIAY t2flyRQa YAyAy3
sector due to its Cost Optimisation Programme which is consistently
pursued. Its strategy assumes further reduction of the Unit Mining Cash Sale[million tonnes]
Cost.

The Company has a deposit management system:

LW Bogdanka S.A. has three excavation fields: A Digital deposit model (so far the only one in Poland's hard coal mining
A Bogdanka industry)
A Nadrybie A Digital maps of mine excavations
A{iSTFlyss A Digital timetable of opening, preparatory and extraction works. 89 9,4
In 2020, the coal production structure was as follows: The following factors contributed to our success: \7’7
A fine coalg 99.2% A our staffc highly skilled, sharing our advanced technolagignted
A peacoalc 0.8% culture, and focused on efficient cooperation and common goals
A our machines and equipmenthighly efficient, reliable, energy saving,
TheCompany'snaincustomersinclude (%sharein revenue) well chosen to existing geological and mining conditions, and enabling
A the EneaGroupg EneaWytwarzanie(65%) the mechanisation of both core mining and various auxiliary operations
A the EneaGroupgEneat 2 O | (§199S O A mechanisation and automation of underground work wherever feasible
A AzotyGroup- | 1 GAkoRdwet dzO ISA& %) A our leadingedge computer systems implemented in a variety of areas 2018 2019 2020
A EnergeElektrownieh & (i NR1@Ht | | of mining operations to streamline technology processes, to monitor

machines and equipment and to plan production, identify risks, etc.
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Key events in 2020

Q1 2020 Q3 2020

A court registration of the amendments in theA  session of the Annual General Shareholders A
Articles of Association of WBogdanka S.A. Meeting of LW Bogdanka S@approval

of financialstatements, directors' report,

adoption of resolution on the distribution

of profit, granting discharge to the members

of the Management Board and the

A the epidemic of SARSov2 coronavirus
causing the COVAIO disease (for details
see page 33)

Supervisory Board, appointment of the A
members of the Supervisory Board for a new
Q2 2020 term A

A session of the Extraordinary General
NEsRReXoriéry NebtiighoB LYV Bogdanka S.A. A

¢ appointment of new members of the
for 2019 to the reserve capital of the

/ 2YLI yeQa { dzLISNIDA &2 NB
Company received a positive opinion from
G§KS /2YLIyeQoa {dLisnd )\Fé{sé%%to Sharghglgers of LW Bogdanka
S.A. to submit their share certificates to the A
Company

A alyr3asSySyid .2 NRQ&
regarding the allocation of the net profit

A session of the Extraordinary General
Shareholders Meeting of LW Bogdanka
SAct YSYRYSyid (2 GKS
Articles of Association

A update of production target for 2020 A
[ 2YLI yeQa

A
A concluding an Annex with Enea
9t S1TUNRGYAl t20FyASO { ol o
A court registration of the amendments
in the Articles of Association of LW A
Bogdanka S.A.
A

Q4 2020

Shar

Key events after the balance
FLIRAYGYSyid 2F F YSYo éNJSpaeeE Qé‘te 2YLI yeQa

Supervisory Board by the Minister of State Assets )
conclusion of an Annex to the Loteym

financial support provided by Provincial Labour Agreement with ENEA Wytwarzanie Sp. z 0.0.

Office in Lublin in the total amount of PLN 33.7 ) i )
million A court registration of the amendments in the

) ) ) ) Articles of Association of WBogdanka S.A.
resignation of Chairwoman of the Supervisory

Board

Second Call to Shareholders of LW Bogdanka S.A.
to submit their share certificates to the Company

A concluding an annex with Enea Elektrownia
t20FyASO {o! o

A Fifth Call to Shareholders of LW Bogdanka S.A.

) ) to submittheir share certificates to the Company
session of the Extraordinary General

ers Meeting of LW Bogdanka §.A. A Conclusion of an additional agreement and

FELIL yiYSyid 27 + ySg YSYo @Rexes ipthglpngerny agreempnimatioBNEA
Supervisory Board Wytwarzanie Sp. z 0.0.

02y OfdzRAYI +y ! yySE gAGK DNHzI 1268 %l
1123268 tdol g { d!

Third Call to Shareholders of LW Bogdanka S.A.
to submittheir share certificates to the Company

Presentation of key components of the
Development Strategy of LW Bogdanka S.A. from
the Mining Area of the Enea Group until 2030
(under the 2040 framework), including its
dividend policy

Fourth Call to Shareholders of LW Bogdanka S.A.
to submit their share certificates to the Company

convening an Extraordinary General

Shareholders Meetingf LW Bogdanka S.A.
F'YSYRYSydG (2 GKS /2YLlyeQa
of Association

I NI A Of Sa
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Organisation and business activities
of the LW Bogdanka Group
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LW Bogdanka Group

DA@GSY G(KS DNRdzZLIQa &GNHzOGdzNBS FyR GKS FFOG GKIdG GKS Yl22NRGe 27
subsidiaries perform auxiliary functions to the operations run by the Parent), descriptions contained in the

Report also refer directly to actions and events occurring at the Parent. Whenever any differences occur,

they areclearly indicated by relevant description and data.

[ dzoStalAr 2t 3ArSt . 2 3Repafprm and regulgtipns which

Akcyjna provide a basis for the Company's
activities

Address: Bogdanka, 2n mo t dzOKl OT 5 ¢

Lublin Province
Phone: +48 81 46251 00, +48 81 462 51 01

LW Bogdanka S.A. is a joint stock company,
operating under the laws of Poland.
The Company operates on the basis of legal acts

Fax: +48 81462 51 91 . which include the following:
Www: www.Iw.com.pl; www.ri.lw.com.pl A Act of 15 September 20@0Commercial
Industry ID No. (REGON): 430309210 Companies Code
Tax Reg. No. (NIP): 713-00057-84 A Act of 9 June 2014 .Geological and Mining
Email:  bogdanka@Iw.com.pl Law
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.
Historyin brief ;T;Company was established for an indefinite
N\ ) O ) a
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 in performance debut on the 3,208,111 employee  another lot of 34,754Enea S.A. LW Bogdanka S.A.  obtaining of the mining obtaining of a hard coal
of a pilot and excavation of a state-owned  of a banksettlement, Warsaw Stock  shares were introduced shares were announced became part of the Ened A OSy OS ¥ 2 NImiirgdicerce fartle ¢
mine in Bogdanka. enterprise into as aresult of debt  Exchange to trading on the introduced. The totala tender offer for Group. depositinthe Ludwin G [ dzot Ay o 21t . Fa&AY
Bogdanka was one of thea companywholly  conversion, KWK Warsaw Stock Exchangeumber the shares of Mining Area areas K6 and K1 € o 3
seven mines which were owned by the State Bogdanka S.A. ceased of LW. 2 3R y |LWRo§danka S.A., RSLIZaAu Ay UKS /eOsp
to be built in the Lublin  Treasury operating to be a company shares in public in which it stated Mining Area
Coal Basin, but under the business wholly owned by the trading amounts to that it intended
ultimately it turned out  name: Kopalnia State Trea}sury, 34,013,455. As at theo acquireup to
to be the only one 2t 3tF Y YasSygnes 32 date of publishing  64.57% of the total
to materialiseafter the ~ Bogdanka S.A. shareholders this Report, the number of votes at
project was suspended. (creditors) took up remaining 135shared KS / 2 YLJ y& Q&
4.0% of shares in the are registered share§eneral
Company. Shareholders

10 Meeting
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LW Bogdanka Group

LW Bogdanka S.A.

88.7% 100% 100% 100%
_tOolezall 9ySNBSGe EkoTrans Bogdanka RG Bogdanka MR Bogdanka
Sp. zo.0. Sp. z 0.0. Sp. z 0.0. Sp. z 0.0.
producing heat energy, refurbishing, maintaining comprehensive transport organisation and recovery services, deliveries and mining works for LW repairs, regeneration and production of steel
andassembling of power production equipment, of spoil arising during coal shale washing and Bogdanka S.A. constructions, providing services to LW Bogdanka
producing drinking and industrial water cleaning, reclamation services SA.

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 IT system for monitoring mining agreements securing persons taking part in the evacuation;
of LWBogdanka S.A data for the reporting system; A Rules of procedure in relation to letters from o L o
o A Method of Risk and Chance Management O2dzNIasz LINRaSOdzizNRa 2FFAOSE LIRtAOSZT [/ SYuUNIf
in Departmentsof Mining and Preparatory Bureau of Investigation (CBA), Internal Security
InordertomaketheruIes_ofmanageme_ntofLW 22Nyl & 4 [dzoStalA 2t3IASt ! ABIROFEI B! { PLONBOSAPSR o0& [dzoStalA 2t 3IAST
Bogdanka S.A. more precise, the following steps A Policy for Safety of Information in the IT Systems Bogdanka S.A. with an @oing update of the
were taken in 2020: 2F [dzoStaiir 2t 3IASEt . 23Rl Y Mhilrepiser; ®
o ) The rules of home office for the employees A Amendments to the Company's Organisational
A Description of the key service and the Method of Lubelskt t IA St . 23RIy 1l { ®! ®TRulesand the Organisation Chart;
of RiskManagement with respect to the Key A Comprehensive package of procedures,
Service Cybersecurity; instructions and rules in a situation of suspected
A~ Policy of conduct in the recruitment and SARSCOoV2 infection of an employee in the The Company has updated its existing
aSt SOlrzy 2F GKS SYLX28S5Sa 1 dRc¢her8kabk §uma5Pk 1 A 2docamestdtion.art Ihiodutdd the e bndss
Bogdanka S.A. for production positions and outside the facilities of the Company and in the in orderto increase transparency and streamline
management and specialist pOSIT_IOHS event of occurring a confirmed case adeliveryservice process.
A Amendments to the Method of Risk of coronavirusinfection along with
Management with respect to the Personal Data aninstruction of evacuation of employees with
Processing; suspected infections to separated places and

11
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Activities of LW Bogdanka S.A.

Production potential of LW
Bogdanka S.A. and factors material
for the development of LW
Bogdanka S.A. and the whole

Group
The mining area exploited by the Company is divided  carriedout in seams 379, 380, 382, 387, 389 and 391.
into three mining fields:
A Bogdankéield Factors material for the development of LW
A NadrybieField Bogdanka S.A. and the whole Group
A { (STFights o
stable level of sales thanks to being part of the
Shafts of the mine are located in: Enea Group
A Bogdanka A rich resources of hard coal ensuring continuity
A Nadrybie of productionfor a long time
A {iSTlyss A highly qualified employees, technical culture
A innovativeness and development of cuttiegige
Whilethe lifting shaftsarelocatedin: technologies
A Bogdanka A longterm experience translating into efficiency
A {GSFlysg and flexibility in the conducted business
The Company holds four mining licences for Hard coal reserves. 2 3R y' 1 | 6 t-updated &3 ht83BDecember 2020
extraction of hard coal: _ year Difference
A .23Rby1l RSLRarlz O20SNBR Regenverildn tennesio K | O1 5 6 , 2018 2016 202C  2020201¢
+¢é€ YAYAY3I | NBI o6aShkIYa oyHX oypkHXZ oyd YR odcdmo
with the area of 73.3 sq. km, located in the B Totalbalance . 746.€ 742.€ 738.€ -3.7
[2YYdySa 2% [ &@0s6x [dReAY |LYR T dZOKE Ol s 6 262.C 2473 243.¢ 34
in the Lublin Province
A Ko RSLRaAGI O2@0SNBR o6& (KSOparptidgeso@red y¢ YAY Ay 3 195.¢ 185.7 182.¢ 2.8

area (seams: 379/2, 385/2, 391) with the area
of 9.38sg. km, located in the Communes

off/ 80bYR t dzOKF OTs6 Ay GKS [l corlyesourses @ndstey gs at 31 December 2020)

AhéﬂN\bﬁAI:?éLJzéAﬂAA)f QKS [dzl'?é{y YAYA)/EHIaI-N\EI-Z A
dAddd G6SR Ay GKS I NBIF 27F [ dEegeiefiiliontdnddsly I = had Nk ¢ hai K-6,K7 {dNY I eys VY

5 S 3 3 5 oXf 17 A 5 E » A L OT 5

[dzoStalAz {2dy24A002 {1 OAYg 4, [VR tdOKEOlsg 1,249.1 654.4 144.2
communes and municipalities, with an area
totalling 78.67 sqg. km; mining will be carried out Industrial 248.5 91.1 25.3
in seams 377/1, 379, 382 and 385/2 :

A K6 Kkt RSLIZAAG Ay GKS /&0sgs LRPUYPESOUCE]y., 5 1701 656 204

dAalidzr SR Ay GKS | NBF 27 / &*Bajapcerésourcasagyesesiby gigeiicR)
an areatotalling 51.78 sqg. km; mining will be

12
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Licences and permits

Licences

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

A In the Strategy until 2030 (under the 2040
framework), the key areas for the Company
Ay Ot dzRS t dzOKI Q) tuswit = { i NY OT &y oY
0haiNk )7 | YR Y
A The Company obtained a mining licence for the
Ludwin area in 2017. This allowed the exploitable
resources held by the Company to be doubled.

A The Company obtained a mining licence for the
/ 8056 | NBI AY Hampd ¢KAa |ff26SR
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.

Issuing
LW Bogdanka S.A. holds the following mining licences: Permit Number authority Grantedon  Expires on
Water permit for special usage of water resources, which covers: 31 Decembe 31 Decembe
Deposit Licence N Granted of Expiry dat a) drainage of the LW BOGDANKA S.A. mine in Bogdanka | AWOLLLc Lublin Provinc 2007 2017
Bogdanka 5/2009 6 April 200¢ 31 December 202 b) disposal of unused mining water from the pit water settling te Governo 28 Dece oce
i isatributary2 ¥ G KS | 6Ay 1+ NADBSNI
haidN» g 6/2017 17 November 201 31 December 20¢ Regione
K-6, k7 10/201¢ 20 December 201 31 December 204 _ o o _ N Minir_]g
Permit to con_duct mining / building works connected with mining wi L dz.5/512/1/93/AC 'Authorlt){ 30 Marct )
dump extension oh 1N 1992
'NI DR C
in Lublir
Regione
Mining
Permit approving construction design for enlargement of the minin¢ L.dz.LUB/02/35/5€ Authority7 February 201 )
waste neutralization facility in Bogdanka 11/12/MS 6h1NY y
'NI DR C

13 in Lublir
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Development strategy of the LW Bogdanka Group
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2 D |- | tonngs nditure
[ _2 AR y 1 { ®! ®Qa amountmge%ﬁﬁoii %?Igon (inno nal terms)
strategy in effect until in 20162025;
15 December2020. A flexible development scenaripwhich assumes

On 9 February 2017 the Parent announced its
Development Strategy of LW Bogdanka S.A.
Mining Area of the Enea Group until 2025 (under
the 2030 framework), including the dividend policy.
The adopted strategy reflects the 2030
Development Strategy of the Enea Group

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

of powerand cogen plants from the Generation
Area of the Enea Group and to implemeh®
strategic initiatives planned by the Enea Group for
the Mining area.

As at 16 December 2020, the Parent announced
an updateof the Strategy described on page 16.

Vision

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

Mission

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

In the course of the activities to formulate the

Strategy, two development scenarios were

prepared:

A baseline scenaripwhich assumes average
production at a level of about 8.5 million

average annual projected production at a level
of about 9.2 million tonnes over 2042025 and
capital expenditure amounting to PLN 4.0
billion (in nominal terms) in 201B025.

Taking into account the current and expected
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 a further reduction in the UMCC by 10% in real

terms by 2025, compared to 2015.

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

1. Close cooperation and utilisation of synergies

in the KozieniceBogdankat 2 OF YA SO YAYAyYy3 | yR
power generation area

2. Efforts to double the exploitable resources

ontheoh aAd& 2F G(KS hadNksgo RSLIRZAAG
GKS YAYySQa tAFTS (G2 Froz2dzi pn &SI

3. Implementation of strategic initiatives which
include:

A feasibility study of construction

of an integratedgasification cycle (IGCC)
system for production of fuel for power
generation within the ENEA Group;
programme to continue improving work safety;
utilisation of the advanced higperformance
face complex;

O2yliAydd GA2y 2F
effective waste rock management;
2LISNI G2NRa aSNWAOSa
S.A., offered on the basis of high technological
and management standards of the Parent.

GKS

p 35 S5 SN 5 8

Until 2030, a key direction for the Parent will be the
development of infrastructure in the Ludwin Mining
I NBI 06 h & i NacdordiRgXd fizelinfinary
estimates the Parent will spend there about PLN
1.2-1.3 billion (in real terms) after 2025. This project
is to ensure that the shaft complex in the Bogdanka
Field can continue coal extracting after 2030.

{0 @

LINEZ

Corporatesocialresponsibility(CSR)

Because of its crucial importance to the region,
oneofi KS DNRdzLJQ&a 3JI2Ffax | a
business operations in compliance with the rules

of corporatesocial responsibility (CSR) strategy,
which includes ensuring the highest work safety
standards, environmental effectiveness,

a { Y ihédiote@idn¥sroéal bichRrSithknd Stirufation

of development and a guarantee of security for
BdalRéniturtiés, ab Well as Zhd éffécivéd |
management of relationships with all groups

of stakeholderg; 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 LW

L23REYTE {0 dQa ASLI NI GS FAYFYyOALlt
prepared in accordance with the IFRS EU.

Planned coal productlon in 2029030 [million tonnes]

8

o

8

o

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

B Baseline scenario

14

O Flexible development scenario
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Development strategy of the LW Bogdanka Group

Pursuancef LWBogdankeés AQstrategyin 2020(strategyin effectuntil 15 December2020).

— RESOURCES —
— FINANCIAL — — FINANCE COSTS  —

+100%

Exploitable
resources
[million tonnes]

UMCC trend
[% relativeto 2015]

P )

Return onAssets
(ROA

— MARKET ;

EBITDA
[PLN million]

In-house coal
consumption ratio
(Enea Group)

OUTPUT —

Share in fine coal
market (commercial
pp) [%0]

- J

1 ¢ adjusted by impairment loss \_ J

15

Annualoutput
[milion tonnesg)
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Development strategy of the LW Bogdanka Group
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NewDevelopmentStrategy
LWBogdankeSA.

On 16 December 2020 the Parent announced key
components of the Development Strategy of LW
Bogdanka S.A. from the Mining Area of the Enea
Group until 2030 (under the 2040 framework),
including the dividend policy.

¢KS R2LIGSR {GNFiS3e NBTC
Policy and constitutes a link in the 2030 Development
Strategy of the Enea Group (under the 2035
framework) as it covers, among other things,
activities to meet the assumed demand for thermal
coal on the side of power and cogen plants from the
Generation Area of the Enea Group.

Vision

. 23aRFYy1F A&
sector with the highest work safety standards, who
flexibly adjusts to environmental requirements and
YNy S O2yRAGA2yAas | yF“e
of diversification2 ¥ o6 dza Ay $aa

Mission

. 23RFY1F LINB@Sa GKI G
for commercial power plants, able to maintain its
competitive advantage and to ensure continuous
increase in the value of the Company, while
improving its work safety and environment
protection standards, and implementing innovative
a2t dziazyaoé

Ad

In the course of the activities to formulate the
Strategy, two main Strategic Goals were
identified:

A Maintaining the position of the market
leader in thermal coal supplies for
commercial power plants in Poland,
who successfullgompetes with importers;

A Maintaining high efficiency and profitability
of production due to innovative
organizational as well as technical and
technological solutions.

.aSR 2y RS@St2LISR T2NBOI &l theLudif God BaSik
Policy, The National Energy and Climate Plan for the
period 20212030), LW Bogdanka S.A. will aim
Sodbicamethenfiokt ¥oReHidientiproduder 9 Y S NH &

of thermalcoal in Poland, who can successfully
compete with other coal producers and suppliers
while maintaining the current production potential
under the 2040 framework.

In order to complete the abovementioned

o o gssumpgiong, Lw Bogdanlga S.A. will take the
UKS STTAOASY @ilowing bpRiGidEticnactiorES YA YAy 3

a.Increasing the number of products due to selective

extraction (type 34);

business;

reserves (coking coaltype 35);
d.Implementing own innovative solution programs
(technical and technological, work safety) which
allow competitive advantage to be maintained;
e.Implementing key strategic initiatives defined for
the Mining Area of the Enea Group Strategy.

0 dzk fBrBaﬁienmd%HéﬁaﬁrM arGa$ (Wifefsifichtidn) LI NI
I OG A DA { §s®éftechnical and human potential with a view
to launching efficient initiatives outside of the core

6-4denifying gecognizing agd decunsniing newgoal ¥
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While completing the assumptions
enumerated above the Company plans to take
advantage of its strengths, such as:
A Stable sales thanks to losigrm agreements
with coal recipients;
A Geographic reng the only mine extracting coal
Hnnn 9y SNHE
A Low cost of extraction the highest cost
efficiency on the market;
A Highly qualified employees, technical culture;
A Optimal use of production capacity;
A Constant dialogue with representatives of the
employees and local community;
A Quoted Company status.

Production

The Company plans to seize the opportunities
LINE JARSR 0608 K2fRAY3 |
G, Kkreé RSLIRaAla®

The Company assumes average production in 2021
2025 at a level of 9.7 million tonnes. Only thermal
coal would be produced during that period.

Between 2026 and 2040, on the other hand,
alsocokingcoal will be extracted (type 34). Since
2026 the volume of coking coal will reach the level
bgfween 0.7 to 3.1 million tonnes annually,
withaveragevalue of 1.9 million tonnes.

Hence, total average coal production until 2040 shall
amount to approx. 8.8 million tonnes.

Due to length of walls reaching®kilometers,
whichisan innovation in Poland, but typical of global
mining, the Company assumes higher excavation
concentration and lower cost of mining which will
allow it to successfully compete with coal providers,
especially from abroad.

Capitalexpenditure

Average expenditure in 2022025 will amount

to approx PLN 535 million, in 202830 to approx.
PLN 405 million, approx. PLN 352 million in 2031
2035, and approx. PLN 307 million in 2238l0.

YAy Pidendppldsy S F2NI had N5 6

Thequotedamounts do not include possible cost
of makingi KS haidNksg RSLIRZAAID
(PL2.1hillion).

Corporatesocialresponsibility(CSR)

Because of its crucial importance to the region, one
2F GKS /2YLlkyeQa 3JF2Ltaz | &
business operations in compliance with the rules

of corporatesocial responsibility (CSR), which
include ensuring the highest work safety standards,
environmental effectiveness, protection of local
biodiversity, stimulation of development and

a guaranteeof security for local communities, as well
as the effective management of relationships with all
groups of stakeholdersall these in line with the
principles of sustainable growth (Green Mine).

Iy R
In the medium and long run, LW Bogdanka S.A. v
wants to remain a dividengaying company and the
Management Board intends to ask the General
Shareholders Meeting for approval of dividends
uptop s 2F GKS ySi LINRTFAGA
separate financial statements, prepared

in accordancewith the International Financial
Reporting Standards.

GSNIA O £ ¢

Ft ol ea
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New DevelopmentStrategyof LWBogdankeSA.

OPERATING
RESOURCES

20
>
:\9\’9 438
3
%

s

S
[million
tonnes]

In-house coal
consumption ratio
(Enea Group)

A9
~

Share in coal
market for
commercial power
plants

- J

Return on Equity "?&s
(ROE)

49
a®
Return on Assets 4%
(ROA) ~
49
S
)
»
~

EBITDA margin

-

6.2%

Average annual
expenses for
construction

in progress
[PLN million]

Annual output [million
tonnes]

* Measures do not include expenditure and results of implementing strategic initiatives . Approximated price of thermal and coking coal in PLN/GJ was assumed for analysis .
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Development strategy of the
subsidiaries

Development strategy

Developmentstrategy

2F _tO0lezallt 9y SNESGa Iof MRBrgdahkes gop.0

¢KS O2YLIyeQa aiNI 0S3A0 3 fieledstiny ¥riégfdR Re'company will be

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 LW
Bogdanka S.A. there are plans to continue this
task in 20222023 (cooling fireextinguishing
water tank)

A Construction of a new boiler unit in the boiler
house in Bogdankadue 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 selectedwith due account taken for the
applicable environmental protection lawsiext
year a concept of assumptions for 202024 will
be prepared.

A Modernisation of the main heat line Bogdanka
_ t O tfid task 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 subsequentears.

All investment projects are planned to be

increase capacity in the area of mining machine

A
manufacturing and refurbishment

A manufacture general purpose steel structures,

A

manufacture and regenerate mass products used

by LW Bogdanka S.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,

repair and adaptation services for the office and

administrative infrastructure on the surface.

Developmentstrategy
of EkoTran8ogdanka Sp. z o.0.

In 2021 and onwards the company is planning

to conductbusiness operations related to mining
waste management. The Company aims to recover
and recycle about 2.7 million tonnes of waste
generated by dry and wet coal processing annually.

AYLIE SYSYGSR FNRBY G(G(KS /2YLIlyeQa 26y TFdzyRazI gAGK

a provisothat in the event of the Bogdankat OT y |
line, as of 2022 the source of financing may change
(in case the support funds are received).

Development strategy
of RGBogdanka Sp. z o.0.

continued as its main development direction for the
next years; the strategy assumes increasing the share
of specialist mining worksdrilling of excavations,
redevelopments as well as works with the use

of specialistmachinery. These activities are aimed
atstabilisingi KS / 2YLI yeQa LRaAlAzy 2y (GKS t20If
market. Larger scope of activities will ensure

its businescontinuity and will allow its employees

to pursue their professional development through
gradual improving their qualifications. In the long

run, the company plans to develop its machine park,
which is to ensure its independence and possibility

to performthe full extent of mining works.
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Investment projects

Investment projects completed in 2020

In 2020 LWBogdank&eSA. performedthe plannedinvestmenttasks In this respect,in 2020 capitalexpenditurefor non-current assetsotalled PLN606,659,000.
The plan for 2020 included groups of tasks developmentand replacementinvestments,including the purchaseof machinesand equipment, their modernisationand repairs, enlargementof the mining waste neutralizationfacility,
enlargementof the coalstorageyard,aswell asoperationalinvestmentsjncludingconstructionand upgradeof workingsin the BogdankaNadrybie,and{ & S ¥ Figlds gic.

Development
andreplacement
investments in

LW Bogdanka S.A.

h & i N¥ éc designSmorks; in 2020 the procedure of obtaining environmental decision was underway; the analysis of alternative sofutibhs@Sy G At | GA2y 2F ' NBF&a YIRS | @FAtlotS
The investment has been put on hold at the moment.

Maintenance of machinery

Purchase of new machines and equipmeim 2020 LW Bogdanka S.A. purchased and assembled machines and equipment for a total amount of PLN 76,737,000, inchidiegerobkig. The most important
items include: belt conveyors, PEGAZ-Sagport Device, JOY cutting machine, sections of the mechanised wall lining, siftais abnveyor and air barrages.

Purchases of finished goods (machines and equipn@int2020 the finished goods worth PLN 17,831,000 were purchased. The most important items includethadadyansportation deices (including
braking trolleys, transportation units), hydraulic pumps and aggregates, electric devices (including motors, protectesiedteic flameproof transformer stations, flameproof bay of substation), and other
readymade devices, as well as expenditure was made oy y 2 & Isucta® guiput loader set.

Upgrades and repairs of machines and equipneetiite amount of PLN 23,059,000 was assigned for the modernisation of DHL roadheading machines, transformer stationsyledlists faisrepairs of heading
coakcutting machines, Joy longwall caaltting machines, wall conveyors and coal wagon carts.

Longwalls
Purchase and assembly of longwall syster®EN 167,115,000 was allocated for purchase and assembly of ploughing complex 5.

Other development investments

Enlargement of the mining waste neutralization facility in Bogdayéegpenditure ofPLN 584,000 incurred. Design works are underway regarding enlargement as part of Stage II.

Enlargement of the coal storage yag@xpenditure of PLN 1,546,000 was incurred for the redevelopment of a dike protectingjribearea at the side of underground water reservoir.

Power, telecommunications and mechanical installatiQid.N 2,489,000; the investment included the expansion of the power eswiy, teletechnical and data transmission networks.

Switching stations and other electromagnetic systgm&LN 1,300,000. The investments included: Modernisation of drive system and MW S 1.3 shaft signalling system, moderSid&Ba@teafring systems
MCPP replacement projeatsexpenditure of PLN 2,420,000 was incurred. The works on the task include further modernisation of steel structures ardad€Riasing of electric hoists and conveyor weights

in the MCPP area.

Construction and modernisation of facilities and installations related to core operagiBhN 19,256,000 was allocated for continuation of the investment, including modernisation of the central air conditioning
d2ad0SY Ay {iSFlysgod

Other-A y Of dzZRAY 3 02y adNHzOGA2y 2F FILOAtAGASA 2y BLSF 3B 000Fds allécat@F NJG KIS bLIRNIBROAES 22 IRIFYINE | R  § SHFY vy ®S TIA)
hardening the yard next to the lift machinery building in Nadrybie.

ICT¢ PLN 2,592,000 was allocated for the purchase of computer equipment and systems.

Operational
investments
LW Bogdanka S.A.

New workings and upgrade of existing ones

New excavationsvere built in accordancewith the applicableMining Works Schedule Thetotal length of the galleryworkingsas part of investmentsin 2020wasequalto 21.8 km (with redevelopments 25.7
km),with the valueof PLN229,439,000.

Modernisationof workingswith respectto reconstructionof galleries vertical excavationsand modernisationof storagereservoirswas performedin accordancewith the adoptedschedulesandits total value
wasPLN55,889,000.
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Investment projects completed in 2020

The LW Bogdanka Group subsidiary companies incurred expenditure feaunemt assets of PLN 7,092,000.

_t 0T @zall _t Ol Edeigityka
Energetyka and

other subsidiaries
LW Bogdanka S.A.

RGBogdankaMR Bogdanka

In 2020incurredcapitalexpenditurein the total amountof PLNL,637,000 Theseexpensesvere relatedto materialinvestments

Investmenttaskscompletedin 2020included expansionof the Water TreatmentStationin Bogdankaand projectsrelated to production, transmissionand distribution of heat In 2020the / 2 Y LJI ¢agita a
expendituretotalled PLN5,455,000.

Selected items of capital expenditure in the LW Bogdanka Group

ot[ b Wnnne

New workings and upgrade of existing ones
Maintenance of machinery

Obtaining new licences

haiNs g CASER

Longwalls

Other development investments

ICT

Administration

Transport

Other

Total CAPEX of LW Bogdanka
_tOiléezall 9ySNBSiGel!l

Other subsidiaries

Total CAPEX at the LW Bogdanka Group

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

PTE 202
implementatior

285,32¢
117,62
45C
167,11t
27,59¢
2,592
61

334
5,557
606,65¢
5,458
1,631
613,75:

PTE 202
implementatior
[%]
97.2%
92.8%
0.0%
15.3%
100.2%
72.8%
38.7%
203.39
351.69
101.59
94.79
50.59
59.8%
93.8%

PTE 202

297,84t
83,38¢
3,15(
118,50(
62,69¢
17,03«
5C

14C
7,301
590,10¢
5,262
2,32¢
597,69:
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Capital expenditure for excavations in 2020.

Excavations and works Depreciatiot
total method
Longwall excavations natural
Basic excavations linear

Reconstructions linear / natura

Value o
the coa
Length [m  from the
excavation
[PLN '00C
16,440.5
4,682.8 55,071
2,557.8

Full va]m Value of capite
of capital :
: expenditure
expenditure “t [ b
wt[b
340,399 285,328

The total length of the corridor workings made in the period of 12 months of 2020 was 23,189.5 m.
Thereconstructionsof the workings were executed as per the assumptions of the time schedule. The total
expenditure on reconstruction of the corridor workings in that period amounted to PLN 55,889,000. The total
expenditure incurred on the new workings and on the modernizatibtie existing ones amounted to PLN

229,439,000.

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 2,066.2 m.
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Planned investment tasks in 2021

Investments
Operational

LW Bogdanka S.A.

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,
OYypPKHIZI oy YR odm Ay GKS . 23RIy(1FZ {iSTlyss3X | yR DbtedRNEOAS CAStRad wSO2yadNHzOGA2ya 2F YAyAy3

Obtaining new licences R
¢KS /2YLIlye LIXIFyYyySR SELISYRAGIZNE T2 NJ RNJafofnA yOR 1 5F OB @I INRRSOGK2t S& Ay GKS /8056 YAyAy3a | NBY

Development
investments in

LW Bogdanka S.A.

Maintenance of machinery

Purchase and assembly of new machines and devices subject to asggmB021 plans include the purchase of suspended diesel locomotives, plough for floor dinting, air barrages, PWP vitenation sif
cooling equipment, sefbropelled drilling and bolting machine, wheeled stations for separators of bottom scraper conveyor.

Purchases of finished goods (machines and equipnmgpignned purchases include: readyade transportation devices (including tank car for the transport of fuel, carriers forpoatisg eurepallets,
transport car for long materials, WSD container chassis, transport hoist, mobile), pumps and hydraulic aggregates,daeceigincluding motors, electric equipment, flameproof bay of substation),
and other readymade devices.

Modernisation of equipment and machinegyplans include modernisation of Scharf diesel locomotives and Bevex suspended locomotives, modernisation of hoists, tratsiorraeand a BH roadheading
machine.

Upgrades and repairs of machines and equipment and longwall systgarss cover the repairs of wagons and modernisation of belt convegdjusting transport for people,

as well as the repair of panel and un¢gEnel conveyors.

Longwallsg plans for 2021 include supply of ploughing complex 6 and modernisation of electric equipment for ploughing complex 7.

Other development investments

Enlargement of the mining waste neutralisation facility in Bogdagtkere are plans to continue works on the enlargement of the facility as part of Stage | Part Il, and to start develogindodeshentation
for Stage Il as well as purchase of land for further stages.

Enlargement of the coal storage yarcontinuation of works related to the construction of stage-Tarther part, development of design documentation and purchasknd.

MCPP replacement projecatghe project includes modernisation of steel structures and MCPP facades, replacement of jigging machines and adjustitigatasf Well as construction of drainage pipeline
in the Mechanical Coal Processing Plant.

SE

/2yaiNdzOdAz2y 2F FILOAfAGASA 2y (KS adNFAYS LRNIARY RIFRNEEIISYRAGANE wal Ry R S{ A YDIdNNS RC FRINR &I KS  dzLII NI F
Environment protectiog LJt | ya Ay Of dzZRS o6dzAf RAy 3 | LIzYLIAy 3 &Gl GA2Y -nlch S5MKIO Kw oA yA Srt2loleyte] ASAGOK YR YF{1Ay3 | LizYLAy3

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

Innovation initiatives

Plans for 2021 include implementing the IT system for localising transportation means and underground materials moventemgneystem of rock mass monitoringhotonic technology and
implementing the IT system for monitoring mining machinery.

tOolezall

Energetyka and
other subsidiaries

LW Bogdanka S.A.

_t Ol ezall ¢pairedaEidiutelfor investments in 2021 is to be used for investments related to production, transmission and distoftheiat. Expenditure for the purchase of material goods
were also planned.

Other subsidiaries of LW Bogdanka S.RG Bogdanka and MR Bogdartkplan to incur expenditure for the purchase of finished goods.
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Agreements concluded

Agreements between

Trade agreements Agreements between Agreements between Agreements between
9 LW Bogdanka S.A. LW Bogdanka S.A. LW Bogdanka S.A. LW Bogdanka S.A.
As in previous years, LW Bogdanka S.A. concluded andMRBogdankasp. z 0.0. and_t Ol eZa |l spozyo.8 NHS U e dnd RGBogdankasp. z 0.0 and EKOTRANS Bogdanka sp. z 0.0.

new commercial agreements and, with respect

to longrterm agreements already in place, negotiatedA delivery of casing pipes and connectors A heat energy supplies A performance of mining works ar A disposal of nordangerous waste
prices and volumes of deliveries for the following A repair of machines and devices, repair A water supplies and disposal of sewage, provision of services in the LW (waste rock)

years. The above activities resulted in nearly 100% of tools maintenance services of central heatin Bogdanka S.A. mine on business A reclamation of land owned by LW
(asatthis report date) of the volume designated for A delivery of elements of machines, usable warm water and technological days . 23REY1TE 201 0G¢
sale in 2021 having been covered with agreements. equipment and steel structures heat system devices A providing explosion works A rental of office space in a multi
All significant agreements, material from the businesd  delivery of casing pipes and connectors A sale of thermal coal and electrical pow: g lease, rental and lending for use functional building

perspective, as well any changes therein have been A reinforcement of R12 flexible palm fork A lease, rental and lending for use iy :

notified by the Company in current reports. In 2020, & repair of transport units of the A KSFGAYy3I 2F Ayt Sa A NXaRY works, haulage servicgsy

the Company signed a significant annex to change underground mine railway (service and maintenance supervision) A provision of higherank mining

terms of the agreement with: deli f el ts of hi NEVEFE 2T LINBYAASa Twgrysion sergges igtheymini
A oySt StSLGNBGyAF t 20k hShe ot - S foY U 4o Taciy - A

) I I ef’z dzy (5&8 facili
in CurrentReport No. 10/2020 of 20 May 2020. gja'ﬂs eﬁ%magaitgel Zf?“Ct“Lis . \;Evzierﬁ;]tyzi:irczse and POS departm
A %I 1GIRE 1120268 td0l 68 {n%ﬂ; Fhig W-\gdfﬂ&yecﬂSR ghing :
in CurrentReport No. 34/2020 of 18 November ak!ng o] S\BB'and S frlcth props A gold Yvater svupplles and waste w_ater 3 § o
2020. A provision of maintenance services, ey RA&ALIRZAlFE FTNRY o0daAf RAYyIa AYy Y gl Rs g
day repairs, wood shop servicing, snow A service and maintenance of wastewater
removal and relocations pump station, sewage disposal
A lease of part of the multifunction building installation and network
(workshops and warehouse), A investor supervision
weighting fine coal by way of weighting A  making ID cards
cars with indicated goods on the car sce

Transactionsvith related undertakings A

In 2020 the Company and its subsidiaries concluded .
no transactions with related entities which would In Bogdanka )

be individuallyor jointly significant and would A supply of electrical energy
beconcluded2zy | o6l aira 2G§KSNJ GKFy Fy NyQa fSy3aik
basis.

The following table presents main agreements

in effectin 2020 entered into between LW Bogdanka

S.A. and its subsidiaries.

In 2020, LW Bogdanka S.A. was bound by a power
purchase agreement with Enea S.A.
For more information about agreements with the

Enea Group and companies controlled by the State g i /
Treasury, see Note 30 of the Financial Statements ‘ - VX
of LWBogdanka S.A. for 2020. .

f
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Information on financial
instruments, bonds

Information on derivative financial
instruments

As at 31 December 2020, the Group did not hold
any open financial instruments.

Bonds

As at 31 December 2020 the Group:

A did not have active agreement regarding
bond issue

A did not have any issued and unredeemed
bonds.

23

2ARFY {1l {od! & I yR GKS

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

As at the date of this Report, the Group sees

no threat 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 2020.

In 2020 total revenue of the Group under lease
and rental agreements for land, premises,
machines and devices amounted to PLN
9,287,000 net.

Position of the Management Board of LW
Bogdanka regarding 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

LW Bogdanka did not publish projections
of financialresults for 2020.
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Agreements concerning loans and
borrowings

Information on loans incurred and granted

In 2020 the Company did not contract or grant any
loans or terminate any agreements concerning loans.
Information on sureties andjuarantees

provided and received

In 2020, LW Bogdanka S.A. did not grant (or receive)
any sureties.

Guarantees granted by LW BOGDANKA S.A.:

In 2020, LW Bogdanka S.A. did not requested banks
to issue any guarantees.

In 2020 LW Bogdanka S.A. had one active loan agreemen

Amount of loan Debt (loans) as at 31 .
Start date End date Lender ING v SR Interest rate 5508Y6SN] HAH nRep(;a)){mFr‘g pergli)}q —
12 May 2020 12 May 2021 BGK 150,000 WIBOR 1M + margil - Overdraft

Agreementsconcerningthe & dzo & A Rolris NA S a Q
andborrowings

iKS

_tOoTezall 9ysSNBESGEall { L I
repayment of the loan (of PLN 26,580,000) granted

in accordancewith an agreement of 9 June 2014

by the Provincial Fund for Environmental Protection
FyR 2 G8SNJ alylF3aSySyid o62Ch| AD20
which wasallocated to financing the construction

of the Water Treatment Statiom Bogdanka,

completed in February 2016. It bears interest of 0.7%

of the rediscount rate of bills of exchange set by the

Monetary Policy Council, however not less than 4%

annually. The loan will be repaid in instalments until

31 July 2024.

Except for the above loan, between 1 January and
31December nun _t Ol &zaill 9ySNEHSG&!
did not use any thirgbarty financing for its

operations.

2020 O2yiAydzsSa

AY [dofAys

AL 1 2020

In 2020, the subsidiaries: EkoTrans Bogdanka sp.
z0.0., RGBogdanka sp. z 0.0. and MR Bogdanka sp.
z0.0., granted, taken or terminated no loans

or borrowings

t.
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Business environmertinternational market

Coal prices on the international

market

CIFARAcoalprices China USA

A USD59.0/tonne- the average coal price A approx. 3.6_bi|lion tor?ne_zs of coal were produced A production in 202@; 489.1 million tonnes;
(CIFARA in Q4 2020, i.e. +3.7% (compared in 2020, which was similar to 2019 21.9% compared to 2019 (626.1 million tonnes)
to USDB6.9/tonne in Q4 2019) A~ imports in 2020 were 304.0 million tonnes and A consumption in 2020 amounted to 432.1 million

were higher by approx. 1.4% compared to 2019 tonnes,

A comparing to the average coal price (CIF ARA) (299.7 million tonnes) A -20.1% comparing to 2019 (541.0 million tonnes)
NQ3HNHNZ 6 {5 pndckiu2yySoz AuQa Fy AYyONBIaAaS A exports in 202@ 62.1 million tonnes of hard
by 16.0% coal,-27.4% yly

A average price in 2020 was USD 50.3/tonne, down
by 17.3% yly 105,0

Inventoriesin ARAports 95,0

A 4.3 million tonnes of coal inventories at the end 85,0
of December 2020 in ARA pogsis at the end
of September2020 the level was 5.9 million 75,0
tonnes.

65,0
Pricesin the ¢ 2 NImRifparts
55,0
A The average coal price FOB Baltic Por@48020
amounted to USD 51.6/tonne, i.€2.8% 45,0
(USD53.1/tonne) compared to Q4 2019
A comparing to the average price in Q3 2020, 35,0
(USD46.0/tonned = A Q& Ly AYONBLFAasS o6& wm@PH: 0 o IVQ IQ 1o o VQ
A average price in 2020 was USD 47.2/tonne, [USD/tonn
i.e. down by 17.2% y/y (USD 57.0/tonne) 2018 2019
e C|F ARA

25
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Russia
A production in 202@; 401.0 million tonnes;9.0%
yly compared to 2019 (440.7 million tonnes)
A exports in 202@ 193 million tonnes, similarly
asin 2019 (192 million tonnes)
[o) [fe) nQ IVQ
2020
FOB BP



5ANBOG2NEQ WSLIRNI 2y hLISN}dGA2ya 2F [2 . 23RFylF {d!ld FyR (KS m D
Business environmertdomestic market

Fine thermal coal prices in the
domestic market

Finethermal coalprices

A in Q4 2020, the average annual price of fine
thermal coal for commercial power plants was 13.0
PLN 11.62 per GJ, the price drops dynamics was '
ca. 0.6% yly

A in 2020 (PLN 11.62 per Gd)p by 1.1%
compared to 2019 (PLN 11.49 per GJ)

A average heating value of fine coal for
commercial power plants was about 21.6 GJ 12,0

Pricesbasedon the PSCMindex

A in Q42020the average price based on the
PSCMI index was approx. PLN 11.84 per GJ, 11,0
which compared to average price in Q4 2019
(PLN 12.15 per GJ) represents a decrease
by approx 2.6% R
A in 2020 the price stood at the level of PLN 11.92
per GJ, PLN 11.99 per GJ in 2019, down by 0.6% 10.0
nQ nQ VQ 1Q nQ nQ IVQ IQ nQ nQ VQ

2018 2019 2020

o TrkDW

= Commercial power plantsthermalcoal 1 4% PSCMI Indexthermalcoal

26



SANBOG2NEQ wWSLERNI 2y hLSN}IGAzya 2F [2 2ARFY 1l {d! & YR
Business environmertdomestic market
Production, sales and inventories
of thermalcoal in the domestic
market
Production of thermal coal in Poland
A~ in 2020, the production of thermal coal Production, sales and inventories of thermal coal
amounted to about 42.1 million tonnes, in the domestic market
which representsa decline of 15.1% yly 70
60
L3 49,6
. 50 T e ——— 42,1
Sales of thermal coal market in Poland 51,4 7 '
40 46,7 §
A sales in 2020 amounted to about 41.0 million 410
tonnes, including about 26.7 million tonnes 30 ’
of thermalfine coal sold to commercial power
plants 20
A sales of thermal coal decreased by abei.2%
in comparison to 2019 53
10 2.0 4,6 ,
0
2018 2019 2020

Inventories of coal in Poland

A

the level of thermal coal inventories at the end
of 2020 totalled 5.3 million tonnes (at the end
of 2019¢ 4.6 million tonnes)

27

== Thermal coal production
== Thermal coal sales
Inventories at the end of period
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Business environmertdomestic market

Production, sales and inventories
of thermalcoal in the domestic
market

Keycustomersof thermal coalin Poland

Commercial power plants are the main recipients Sales of thermal coal to commercial power plants
of thermalcoal in Poland. They bought about 26.7

million tonnes of thermal fine coal. The most 35
important customers from the commercial power 32,4
industry are as follows: 31,2
30
A Tauron
A PGE \ 26,7
A Enea 25 ’
A PGNIG
A ENERGA
20
Sales of thermal coal market in Poland
In 2020, about 41.0 million tonnes of thermal coal 15
were sold in Poland
40.0 million tonnes of thermal coal were delivered
to the domestic market, including 34.9 million tonnes 10

of thermal fine coal.
2018 2019 2020

Export of coal

About 4.4 million tonnes of coal were exported,
including approx. 1.0 million tonnes of thermal coal.
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Power generatiorin Poland

Electricity generatiory, total

In 2020, the production of electricity totalled
about 152,308 GWh, which represents

a decreaseof 6.459 GWh-#.1%) versus 2019.

Power generation from coal

Coal was the main fuel used to produce
electricity. In 2020 it was used to produce
109,515 GWh, which was a decrease by 10,177
GWh 8.5%) compared to 2019

In 2020 coal accounted for 71.9% of total
electricity production in Poland, but its share

in the fuel mix went down by 3.5% in
comparison with 2019.

Power generation from hard coal

In 2020 hard coal was used to produce 71,546
GWh of electricity (almost 8.5% less than

in 2019.

Power generation from lignite
In 2020 lignite was used to produce 37,969 GWh
of electricity (8.5% less compared to 2019).

Power generation by wind farms

Wind farms in 2020 produced 14,174 GWh

of electricity, which represents an increase

of almost1.9% in comparison with 2019. Wind
made up about 9.3% of electricity production.

Power generation by gafired power stations

Gas power plants in 2020 produced 13,224 GWh
of electricity, which was an increase of 9.3%
compared to 2019.

Electricityconsumption on the domestic
market

In 2020, the production of electricity totalled
about 165,532 GWh, which represents

a decreaseof 3.859 GWh-2.3%) versus 2019.

Foreign sales balance

The balance of foreign exchange of electric
power in 2020 was 13,224 GWh, in 2019 the
figure was 10,62GWh (up by 24.5%).

bn nnn

yn nnn —

TN nnn \
cnhn nnn

pn Ann

nn nnn

on nnn

H N nnn

M N nnn

0
2018 2019 2020

[GWH = Hard coal PP &% Lignite PP S#=\WindPP Yy &

e |NdustrialPP § v 2 % GasPP Water PP
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Description of risks, threats and
factors which, in the assessment
of the LW Bogdanka Group,

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 the Enea Group

Riskmanagemenprocess

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

Corporate Risk Management Policy at the Enea
Group

Corporate Risk Management Methodology at the
ENEA GroupERM procedures

the LW Bogdanka Group Risk Register

the LW Bogdanka Group Risk Map

list of key and material risks of the LW Bogdanka
Group

programs of key risk mitigating measures at the

Do DeTele Do I»

2 VB e s 2L0SNF A2y

Risk management process

LW Bogdanka S.A., as part of the integration process
within the Enea Group and in line with the relevant
DNRdzZLJ NB3Idz | GA2y&as AodSo
520dzySyida¢s KI a
the ERM system to be applied in the Group
companies. As at 31 December 2020 a Parent Risk
Register was updated in accordance with the Enea
DNR dzZLJQ&d aSiK2R2ft238

The Parent provides information and reports on the
outcomes of the ERM implementation

andits developmentto 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 LW Bogdanka S.A.:

Supervisory Board

the Management Board

the Audit Committee

Managers of organisational units at the Parent
risk owners

Risk Management Department

Do T o e Do

lfl

AYLE SYSy i

Established environment

KS
9

Communication

Goals and objectives

Risk a§éessment

Risk identification

NEEREWSS

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

at identifying potential
risks and opportunities for
the enterprise.

Risks are identified by Ris
Owners (persons holding
managerial positions

in the organizatior).

Risks are valuated

in accordancewith
predetermined scales

of probability andpotential
impact of risk materialisation
in threeareas

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

/ 2 Y LI bisness

For the key risks,
actions/plans aimed

at minimisingthem

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

by the ManagementBoard
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Main risks to the Group by category

Financial

Operational

Business environment
and market

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

A Risk associated with the economi
policy of the State in relation to thgq
hard coal mining sector

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

A Risk associated with the launch A Insurance risk

of extractionof new deposits at LW
Bogdanka S.A.

A Technical and technological risk

A Risk associated with high costs
of technologiesapplied by
the Company

A Risk of IT systems malfunctioning

A Risk of difficulties in supplies

A Risk associated with the specific performed through rail transport

nature of mining sector operations
and the possibility of unforeseen
events
A Risk of restrictive EU climate polic
also with respect to the CO2
emissions

A customer insolvency risk

A Risk associated with the strong
position of the trade unions

A Key supplier risk

A Epidemic risks A Risk of price fixing by the supplier

A Risk associated with retaining and
attracting employees for the
Company

A Risk of temporary limitation
of suppliesto customers

31

Environmental protection

A Risk associated with reclamation a
mining damage

A Risk associated with tightening
of standardsand regulations of law
with respect to environmental
protection and the obligation
to obtain permits for the economic
use of the environment

A Risk associated with management
of wastegenerated afterextension
of the mining area

A Investment risks associated with thq
presence of protected areas.

Legal
A Risk of change to tax laws

A Risk of real estate tax on mining
excavations of LW Bogdanka S.A.

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

A Risk of violating the stock exchang
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 LWBogdankas.A.:

A directions and rate of changes in domestic and
global GDP, including the change in volume

of industrialproduction

the demand for electricity and heat energy
development of renewable energy sources
prices of raw materials on global markets
balance of exports and imports of coal from and
to Poland

A the level of inflation

A the rate of unemployment

Countermeasures: monitoring all factors, adapting the
activities to the market situation and business
environment, planning future actions, making leng
term financial forecasts, controlling costs, entering
into longterm agreements, taking actions with a view
to improving extraction efficiency.

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 the LW Bogdanka Group. On 27
January 2021 a summary was presented of the
R20dzySyidyY at2tl yRQ& wnnn
by the Council of Ministers on 2 February 2021.
Theassumptionof the draft is that Polish economy

will continue to be based on hard coal, however,
dueto increased demand for electricity, its share

in productionstructure will decline. The estimated
annual share of consumption of hard coal for
electricity production will stand at a level of approx.
56% in 2030 assuming a balanced growth of fees for

o o o e

high

CG emissions allowances. Poland's energy policy until
2040 also assumes withdrawal from use of coal for
individual heating in towns by 2030 and in rural areas
by 2040. These assumptions are neutral from the
point of view of LWB, hence the production plan

levels for the following years should be maintained.

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, and
consequently, on the domestic markethis is of key
significance for the activities conducted by the Parent.
In the turn of Q3 and Q4 2020 prices on the
international markets stabilized, and in Q1 2021 they
rose. This increase resulted mainly from weather
condition (significant cooling, loAgsting
temperatures below zero) and the improvement

of the supply and demand situation of the largest
customers of imported coal in Europe, which was

high

Riskassociated with the specific nature of mining
sector operations and the possibility of unforeseen
events
The operating activities of LW Bogdanka S.A. are
exposed to risks andangers resulting from the
specific nature of conducting activities in the mining
industry.
These include:
events associated with the environment
(e.g.industrialand technological malfunctions)
A extraordinary events, e.g. geotechnical
phenomena, mining disasters, fires or flooding
of excavationsith 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:
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:
use of advanced and reliable mining machines and

aconsequenc@ T Sy Kl yOSR Fdzy Ol A 2y A gdq@ipnge, which degluted heSrikf industrial

economies despite imposed temporary restrictions
asaresult of the COVH29 pandemics.

Following the growth trend started in 2017, prices
stabilised in Q4 2020 on the domestic market

of thermalcoal. Higher consumption of coal for the
production of electricity resulted mainly from weather
condition (significant cooling, loAgsting

9 tynSpbiaLEes belbw Zed)e Klahethielesk JDBed S R

on datapresented by ARP, increased inventories may
still be observed in Silesian mines.

Risk level low medium high

32

malfunctions

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 whichthe mine extracts hard coal

A high qualifications of the personnel.

Risk level low

high

{0 @

Risk of restrictive climate policy resulting in changes
in the applicable laws
9! Qa4 NBAUGNROGADGS OtAYIGS
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 (hard
coal and lignite). The production of electrical or heat
energy from coal is connected with significant?CO
emissions. 2019 saw a significant increase i CO
prices, which translates directly into an increase
in costsof coal burning.
These limitations or introduction of stringent
standards or emission limits of £&Q, NQ,and
other chemical compounds as well as a continuous
growth of prices of Cmission rights may cause
significant difficulties with competitiveness and
making decisions on investments in therrbalsed
production or heat capacities. As a result of the
pursued antismog 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 negative impact on the
sales of coal by LW Bogdanka S.A., and
in consequencenay have a negative impact on the
DNR dzLJQa FAY Ll yOALl €
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 impact
2y (KS DNERdzZLIQa

Risk level low

high

L2t Alde

NB &dzA (&P

2LISNI GA2yaod
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Risks associated with the social and
economic situation of the Group

Epidemic risks

The epidemic of SARW2 coronavirus causing the
COVIBL9 disease has been developing since the
beginning of 2020, but arrived to Poland at the
beginning of March 2020. The virus itself and the
results it brings, together with the results

of measuregaken by the government for
counteracting the epidemic, have affected the
condition of the economy both in Poland and
globally. For this reason also the activities of the
Group have been affected by the current situation.
Due to the fact that the abovementioned events
intensified as late as at the end of the first quarter
2020, their impact on financial results and the
DNR dzLJ0& 2 LISNI GAy3
small. In Q2 and Q3 2020, however, the impact of the
coronavirus epidemic was significantly bigger.

It is impossibleto quantify the exact impact dhese
SgSyiaz +ta GKS tS@St 27
results are influenced by many more factors apart
from COVIEL9 nevertheless problems caused by the
virus epidemic [decrease in the economic activity

in Polandand the related lower demand for electric
energy which is followed by a lower production

of electricenergy and demand for power coal,
reduced supplies, materials availability] and the
protection measures taken for counteracting virus
infection, on one hand result in reducing production
and reducing the economy of scale, and on the other
¢ in higher operating costs, whigventually will
negatively affect the financial result. This result was
particularly visible in the decrease in revenue for the
second quarter of 2020 (the decrease largely
corresponds to the consequences of the ongoing
coronavirus epidemic)ln order to mitigate the
negative influence of coronavirus on its financial
results, the Group took a number of adjusting and
optimizing actions. One such action was the

application filed by the Parent with the Provincial
Labour Office to be granted financial support from
0KS Ddzt NI yiSSR 9YLX 28SS
in orderto protect jobs (as part of Antrisis Shield

4.0 relief package). The application was accepted and
on 6 October 2020 the Parent was informed that is
was granted financial support from GEBF amounting
to PLN 33.7 million. The financial support was paid

in three portions starting October 2020. Further,

on 24November 2020, the Parent filed

a supplementarymotion for additional financing

from GEBF for the purpose of job protection.
Theinformation on accepting the application was
served to the Parent on 25 November 2020. In the
long term, it is assumed that when the epidemic ends
the domestic economy will return to regular
development, the demand for electric energy will
increase which will translate into higher demand for

I OG A @A (i &heringl coal minad byithe Gibip Aln thefohgltaind, & S 8

it isassumed that when the epidemic ends the
domestic economy will return to regular
development, the demand for electric energy will

thermal coal mined by the Group. It should also

be noted that on 29 September the Parent updated
production assumptions for 2020 and now expects
total annual net output of approx. 7.4 million tonnes.
Eventually, the annual extraction was more than 7.6
million tonnes, however this level is lower compared
to the expected under standard circumstances and its
update was influenced by a number of factors.
Thesignificantlyreduced demand for thermal coal
from the commercial power plants and the heat
sector observed in the first half of 2020 was a result
of a warm and windy winter as well as decreased
economic activity due to the coronavirus pandemic.
In Q3 2020, apart from the abovementioned factors,
there were also geological and mining circumstances
which limited the assumed wall progress and
achieved yield levels, such as deforming pressure
increment causing limited capacity of longwall
workings. These difficulties, combined with staff

shortages stemming from the growing number
of COVIBL9infections as well as the obligation

. So/isl@tdenploye@sinfidkhadbedd th coBtacbwith

infected persons have resulted in significant
limitation of output.
LG aklkff
Management Board believes the abedescribed
hindrances to be temporary.

Risk level low mediunm

Risk of temporary limitation of supplies

to customers

Weather changes in individual years bring changes
in the level of production of electric power

by commercialpower plants which receive more

an 90% of coal produced by LWB, therefore there
isarisk of a periodic reduction of collection volumes
by key customers. Lortgrm agreements, which
regulate majority of LWB sales provide for the

3 lintréage whighRvill EaNSatzIniO Bighet defaRH fork v EIpossibility to increase or decrease collection volumes

in the framework set out in the agreement.
Thepurposeis to introduce more flexibility to sales
schedules, and furtherproduction schedules

in orderto keep optimum conditions and costs of the
mine work.

The Company mitigates the above risk by introducing
flexible work mode, which enables it quick and
flexible commissioning work on weekends

to companiegproviding mining services to the mine.
Outsourced services provided in respect to work
on weekendconstitute variable cost incurred
accordingly to customer demand for additional coal
volumes.

Risk level low medium high
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Risks directly associated with the
Group's operations

Risk associated with the launch of extraction of new
deposits at LW Bogdanka S.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 LW BogdaSka.
and the Group.

Currently, in relation to the announcement of the
new Strategy assuming enriching the present product
range by adding 35 coke coal, the Company has
applied for obtaining a licence for prospecting for

or explorationof deposits in the Lublin Coal Basin.

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.malfunctiong.

In this group of risks, there is also a risk

of unexpected usually local, deterioration of the
quality of the deposit.

Countermeasures:

A infrastructure availability; two lifting shafts,

A transport of the excavated material from the
{GSFlyss CASER (G2 G(GKS
by undergroundexcavations,

A system of underground coal storage reservoirs,

A raw coal reservoirs on the surface

L 23REYLE

A use of advanced mining equipment and
machines

A developing solutions minimising the risk
of adverseevents,

A research and development work aimed

at increasingwork 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 on
the 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
began; the seam is located about 100 m below seam
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.

CASER

Risk level Il mediumm

high

[ 2 23RFY1F {®!'d | YR GKS D
Risk of IT systems malfunctioning above in mind, it should be stated that restarting
A partial or complete loss of data due traffic on both tracks on the section of line No. 7
to a malfunctionof computer systems may adversely 0SG6SSy [dzwofAy YR 5tofAy &AIYATA

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

making safe baekp copies of systems and data
to guarantee quick system recovery in case

of a breakdown

updating IT strategy at the levels of the LW
Bogdanka Group and the Enea Group.

2 Y 3 2 hyichtiaRrhgachdr thid 2o the Chrifpany.

Risk level low medium high

Risk level low medium high

Risk of difficulties in supplies performed through rail
transport

In 20172020 a comprehensive modernisation

of railwayline No. 7 was carried out in the sections
Lublingt dzOF ¢ & | ¢/PRawa Whilé lke/No. 7
was closed, the ralil transport to the Parent was
directed through alternative routes, via line No. 30
and lines Nos. 66 and 69. The change in routes of the
coal transport for the period of the pursued
investment caused logistic hindrances resulting not
only in lengthening the transport time but also in the
necessity to use diesel locomotives. As at the end

of 2019 a limited traffic was restarted on one rail
towards Warsaw, and, according to the most recent
announcement of PKP PLK of 27 August 2020,
regarding works on rail line No. 7, as of 30 August
2020 works carried outinthe Lublint 6 t Ay aSOGAz2Y
have been completed, which allowed traffic in the
section to be restarted on both tracks. Bearing the
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Risks directly associated with the
Group's operations

Customeiinsolvencyrisk

Customer insolvency risk is associated with general
level of current receivables of the LW Bogdanka
Group payable by its customers and the surplus

of Group'sreceivables in comparison to liabilities.
Trade and other current receivables of the Group
accounted for 6.1% of the carrying amount and 14.7%
of its revenue for the last 6 months of 2020.
Theshareof trade receivables in trade and other
current receivables accounted for 83.1%.
Countermeasures:

A Y2YAG2NAYy3a 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 sectoand play an important role

in determiningstaff and payroll policy, frequently
forcing renegotiations of wage policy through protest
actions. As at the end of Q4 2020, six trade union
organisations operated at the Group (of which four
trade union organisations at LWB associating approx.
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
LWBogdankeGroup. Furthermore, possible protests
and/or strikes organised by the trade unions could
affect the operating activities conducted by the LW
Bogdanka Group.

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
employees for the Company

¢CKS tlo2dNI YENYSG Aa OdzNJ\l;éS)gtiﬁn(S af esﬁa?'_‘Sh'@grcEﬁ'Peéaé@ wihother g 5
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to a moreattractive one. Additionally, in relation

to the pursued policy of economy decarbonisation,
the mining industry has become little attractive for
potential candidates for work. Any failure to offer
competitive employment and retain salaries at the
level required by market standards may

in consequencéead to losing higiprofile
employees.

Countermeasures:

building generational continuity, succession plans,
cooperation with local vocational schools,
implementing development programmes, providing
employees with options to promote and develop

P A s~ s ko QUIIEIMEASUIESE « 5 s « x & x @1 9 & L
GAGKAY G(KS /2YLIyeQa auth(%uLH]ztﬁg'%l DipOrGASS it S 87 6

a view to developing managerial skills among the
management and supervision officers.
Interdisciplinary meetings building commitment, run
through the design thinking method, the purpose

of whichis to work out enhancements and new
solutions.

Risk level low medium high

2T
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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,
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

ppliers. What is more, in order to secure the
performance of higher risk contracts, it is required
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 orderfor such products and services to be deemed
proper, carry a risk of price fixing. Therefore, there

is apotential risk of fixing commercial terms that can
be offered to LW Bogdanka S.A. hyraup

of suppliers

permanent mar
suppliers

A periodic analysis of contract prices and
researching new market trends

A searching for replacement products.

Risk level low high

monitoring and
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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 F iSR Ay GKS YAySQa
the materiality of risks to which the Group

is exposed 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 last year insurance agreements covering the most
material risks expired, therefore in December 2019
insurance coverage was renewed for the next period
of three years. As a result of the renewal, the quality
of insurance coverage with respect to risks on the
surface was significantly improved by extending the
scope of insurance protection to cover also the risk
of lossof profit (Business Interruption). Furthermore,
the Group consistently undertakes measures with
aviewto mitigating the exposure to risk related with
the protection of personal data.

Risk level low

Risk associated with reclamation and mining
damage

The LW Bogdanka Group is obliged to carry out
reclamation of the postmining land and remove
mining damage. The existing standards

of reclamationand mining damage removal may
change in the future; the requirements in this
respect are expected to be stricter.
Countermeasures: repair works, protecting buildings

high

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 drainage hydrotechnical works as well as
land reclamation within the impacted areas.

Risk level low

medium high >
UzZy \ [v = N UZy TV [ ==V} N % | =4 @é y.

Risk associated with tightening of standards and
regulations of law with respect to environmental
protection andthe obligation to obtain permits for
the economic use of the environment

The operations of LW Bogdanka S.A. have

a significantimpact on the environment. Therefore,
the Company must hold specific permits and observe
standards of using the environment detailed

in applicablelaws (including BAT requirementBest
Available Techniques). In particular with 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, aadjusts 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

The Company creates significant amounts of mining
waste. Posmining waste is managed (recovered)
and stored at the mining waste neutralization facility
in Bogdanka. It is estimated that the storage capacity
of the waste yard, with approx. 50% of mining waste
stored, is sufficient only 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) and
expanding the yard to the southast. It has also
taken measures aimed at acquiring adjacent areas
in orderto 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 soutkeast. Further, it continues works
on acquiringnew 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

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.

high

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 thisarea

A detailed analysis of all emerging tax issues,
including by comparing them 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

A taking steps towards developing and
implementing a tax strategy at the Parent,
asreferredto in Article 27c of the CIT Act.

Riskof real estate tax on mining excavations

of LWBogdankaS.A.

LY FOO2NRIyOS 46A0GK GKS

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 for the Group in the form of interest

on past due real property tax, the Group decided

to includein its calculations, for the purpose of that

tax, also the value of underground mining

excavations and lining. In 2020 fiscal proceedings

were pending against the Parent in order

to determinethe amount of real property tax due for

the period between 2012012 and 2015, instigated

68 GUKS I SrRa 27

Communes.

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 thisarea

A detailed analysis of all emerging tax issues,
including by comparing them with the latest tax
rulings and relevant case law to the similar
extent, using the services of consulting
companies.

As at 31 December 2020 almost all taxes payable

were settled.

For more information refer to the Consolidated

Financial Statements of the LW Bogdanka Group for

2020, Note 18.

Risk level low

medium high

Risk of a change in the law and its interpretation and

application

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 taxauthorities

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 SAF GA @St e FFFSON
and development prospects.

Countermeasures:

t dzOK I OT 5 ¢ Susing h®sergices of I8gal facizsors &nd consulting
companies, and seeking opinions of various bodies

specialising in a given subject matter. Where
applicable, the Group also files for binding
interpretations of law. Despite these measures,
it is not possible to entirely eliminate the risk.

However, the Management Board believe such risk

to be substantially limited.

Risk level low high
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Risk of violating the stock exchange disclosure
requirements

t | NBepiowsions dfiaiin Pdafidake frénéedtly @ f dzSSince LW Bogdanka S.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

be imposed

Countermeasures:

strict compliance with the obligations preceded by

the introduction of internal procedures for the
circulation of stockexchange information at LW
Bogdanka S.A., and permanent monitoring of the

iKS/ PNRIHARAA 02 WERNGAAYS 6AGK NBaLSOD

requirements.

Risk level low medium high
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Work conditions and technical In 2020, o average 40 staff were working daily on average40 employees are exposed to

risks at work stations where mechanical risks associated mechanical risk each day

with particularly dangerous machinery were
present.

Workingconditions

¢KS yIddNB 2F GKS [/ 2 YLl y &atculadydanyéraisingaghimerySngliidesibiit &
that the staff employed at the mine, especially is not limited to:

underground, are exposed to a number of natural A

belt and scraper conveyors

and technical risks. Work in underground A underground locomotives
conditions also exposes the staff to harmful and A suspended diesel rail vehicles
nuisance work environment factors at work A hydraulic powered lining
stations. A roadheading machines
Natural risks Technicalrisks and their impact on employees are
The following natural threats occur in the mine: reduced by:
A replacement of machinery with more
A Methane hazard advanced machines that ensure greater safety
for the employees,
A training in operating machines, facilities and it i ; .
Risk level low medium high installe?tionsprequiri%g appropriate il URIEE I S
qualifications as well as in operating small
A Water hazard mechanisation,
A permanent monitoring technical condition
of machineryand equipment,
Risk level low medium high A introduction of innovativetechnicalsolutions,

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.

use of machinery and small mechanisation
equipment with improved safety standards.

innovative
(imeskWearer | ¢ modern technical
| SOCDINKA" /. | machine park 1} iions

monitorin

ng personnel
of machines e
and devices 9
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Harmful and nuisance factors

Harmful and nuisance factors
aSladNByYySyida 2F KI NYTdzA
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,
asamended and in compliance with a relevant
internal procedure.

The internal procedure covers the following
measurements:

hard coal dust and the free crystalline silica
content

audible noise

general and local vibrations

ionizing radiation

harmfulness of welding gases

microclimate

o Too T I o

All employees working in conditions which are
harmful for the health are provided with information
on an ongoing basis about threatharmful and
onerous factors occurring in their workplaces

The employer provides the employees with personal
protection equipment, adequate for the occurring
threats and ensures training regarding correct
application of the equipment.

Work accidents

In 2020, at LW Bogdanka S.A. there were 79 accidents

at work, which caused temporary inability to work.

The number of accidents and basic accident rates are

presented in the table.

In 2020 the frequency rate (per employees) dropped
by 16.07%, and the frequency rate (per workdays)
dropped by 2%.
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Number of employees working at work stations where maximum permissible levels and maxi

permissible concentrations are exceeded.

Underground
Dustines: Noise Vibrations Microclimate Chemica Other
agents

2018 894 520 26 338 - -

2019 449 481 6 271 - -

2020 743 432 40 385 - -
Number of accidents and accident rates at the Company in-2028

201¢€ 201¢ 202C

Numberof accidentsc total 102 93 79
including fatal - . _
including causingseriousinjury 1 -
frequencyrate
(per1,000employees) 214 19.2 161
frequencyrate
(per 100,000workdays) 9.6 8.4 8.2
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Workforce

Workforce changes 10,796 1:4% Workforce structure at the LW8roup

brokendown into companies
Workforceat the Group 1.7%
2020 brought a 1.0% increase in employment in the ' " LV\{ B'VogdfmkaiSA ~ N
LW Bogdanka Group. =_tolezall 9YySNHSuell

= EkoTrans sp. z 0.0.
= RG Bogdanka sp. z 0.0.

Totalemployment
(FTJs
5,709

The highest increase in FTJs was recorded
in RGBogdankasp. z 0.0.

MR Bogdanka sp. z 0.0.

Underground personnel constituted the main group
employed in the Group, i.e. 72.3%.

Employmentin LW Bogdanka S.A.
In 2020 the personnel employed at the Parent

accounted for 86.2% of total employment in the LW c Changt
Bogdanka Group. Blesollar workers accounted for [FTJs as at 31 December] 201¢ 201¢ 202¢ Structure 2020/201¢
yodd: 2F I ff [2 .23RFY1lI {®! ®Qa
In comparison with 2019 the number .
of undergroundstaff went down by 8.0 FTJs, i.e. LW Bogdanka S.A. 4,749.¢ 4,916. 4,922.( 86.2% 0.1%
0.2%. _toiezall 9ySNESI 97.¢ 100.C 96.5 1.7% -3.5%
EkoTrans sp. z 0.0. 1.0 1.0 2.0 0.0% 100.0¥
RG Bogdanka Sp. z o.0. 318.C 550.€ 612.C 10.7% 11.2%
MR Bogdanka Sp. z 0.0. 220.4 85.5 76.5 1.4% -10.5%
LW Bogdanka Group 5,385.7 5,653.€ 5,709.C 100% 1.0%
6000
4000
2000
0
2018 2019 2020
mmmm LW Bogdank&roup e | W Bogdanka S.A.
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Employment at the LW Bogdanka Grayp

full-time white-collar workers

= LW Bogdanka SA
_toTezall

= EkoTrans sp. z 0.0.

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

9gySNESGa !l

Employment at the LW Bogdanka Graup

full-time blue-collar workers

2019

2020

GK LW Bogdanka e==|\V Bogdanka SA

Employment at the LW Bogdanka Grayp
full-time employees underground
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Workforce
Workforce changes 53% 1 0,
[FTJs as at 31 December] 201¢€ 201¢ 202C  Structure 202%?;8&‘
White-collar workers
LW Bogdanka S.A. 675.2 769.5 793.C 90.1% 3.1%
tolezall 9ySN 30.C 30.C 28.1 3.29% -6.3%
EkoTrans sp. z 0.0. 1.0 1.0 2.0 0.2% 100.0%
RG Bogdanka Sp. z o.0. 22.C 33.€ 47.C 5.3% 39.9¥%
MR Bogdanka Sp. z 0.0. 13.E 11.5 10.E 1.2% -8.7%
LW Bogdanka Group 741.€ 845.€ 880.€ 100.0% 4.1%
[FTJs as at 31 December] 2018 201¢ 202C  Structure 202%?;8% 2
Blue-collar workers c nnn
LW Bogdanka S.A. 4,074.( 4147 .( 4,129.( 85.5% -0.4% p nAn
tOolezall 9ySN 67.0 70.0 68.4 1.4% -2.3% nonAn
EkoTrans sp. z 0.0. - - - - - o nAnA
RG Bogdanka Sp. z 0.0. 296.C 517.C 565.C 11.7% 9.3% H o nnan
MR Bogdanka Sp. z 0.0. 206.¢ 74.0 66.C 1.4%  -10.8% Mo n
LW Bogdanka Group 4,643.¢ 4,808.( 4,828.¢ 100.0¥ 0.4% 0 2018
[FTJs as at 31 December] 201€ 201¢ 202 Structure , Chande
2020/201¢
Underground workers p nan
LW Bogdanka S.A. 3,493.( 3,599.( 3,591.( 87.0% -0.2% n nnan
_t Ol éezall 9ySN - - - - - o nnAan
EkoTrans sp. z 0.0. - - - - - H nnan
RG Bogdanka Sp. z o.0. 278.€ 485.7 535.1 13.0% 10.2% Mo
MR Bogdanka Sp. z 0.0. 131.¢ - - - - 0
LW Bogdanka Group 3,903.¢ 4,084.7 4,126.1 100.0% 1.0% 2018

2019
GK LW Bogdanka e==|\W Bogdanka SA

2020

al
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Workforce

Workforce changes atW
Bogdanka S.A.

Employees underground and on the surface
asat 31 December 2020

A As at the end of 2020, the Company employed
4,922,0 people, which represents a 0.1%
increase compared to 4,916.5 people at the end
of 2019.

A underground and surface employees make
up 73.0% and 27.0% of the head count,
respectively.
Due to the nature of its business, the Company
mainly employs menthey account for 94.4%
of the head count (women5.6%).

A in terms of age, the dominant group
of employeess composed of people between
30 and 40 years of age (49.5%).

m Pracownicy na dole

Pracownicy na powierzchni

A the largest group is made of persons with
secondary educatiorTheirshare in total
employment at the enaf December2020 was
59.0%.

A 2,090 employees (42.5%) working in the
Company have over 15 years of service, which
stands for a lot of experience and high
qualifications.

Workforce changesFTJ

4917 4,922

133

Headcount as at 31 December 2019 Retirement Death Other dismissals Recruitments Headcount as at 31 December 2020
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Employment structure
in LWBogdankes.A. by FTJs

FTJs by length of service
18,6% asat 31 December 2020
28,7%

6,8%

= Below 10

= Between 10 and 15
Between 15 and 20
Between 20 and 25
Over 25

17,1%

28.8%

13 99 FTJs bggeq
13,7% =7 asat 31 December 2020

Below 30 years
= 30-40 years
= 40-50 years
Over 50 years

22,9%

49,5%

43

5,6%

94,4%

13,1%

59,0%

1,3%
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FTJs bgexg
asat 31 December 202

Women
= Men

FTJs by educatian
asat 31 December 2020

26,6%

= Higher

= Secondary
Basic
Primary
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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:
LYGNI O2YLJ ye
Independent SelGoverning Trade Union, Trade Union
2F aAySNa Ay t2flyRZ
Union of Employees of Mechanical Coal Processing
tflydad at NI SNsoll éo

The Collective Bargaining Agreement specifies

a packageof 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 2020 the payroll fund was used in accordance with
Additional Protocol No. 76 to the Collective Bargaining
Agreement which includes an increase in base pay
asfrom 1 March 2020 by 6%;

A agreements on the payment of the first and the
second installment of the award for the staff
of LWBogdanka S.A. for disciplined approach
in connectionwith the Covidl9 prevention
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 024l
periods.

In its remuneration policy the Company pays particular

attention to reflecting the employee performance
in the remuneration amount. Bonuses and awards
goto those employees who show their dedication
to andinitiative at work.

¢ NI RS

6dzR3 S

Remuneratiorstructure at LW Bogdanka S.A. in 2019
and 2020 at LW Bogdanka S.A.:

0,
Other salaries_ 18,8%

17,7%

O2YYAGGSS 27 @W@'e%f?rﬁoﬁ'lgﬁ%eiéé

allowance
 YAZY

Absece

,9%
G Yl RNI ¢
9,2%
8,3%

Additional pay NG 235%

23,0%

YR ¢NIRS

0,
Bonuses and award_ 10,0%

14,2%

0,
Basic salary MR > 75

32,9%

m 2020 = 2019

LYy wnun GKS /2YLI yeQa
efforts to correlate remunerations with results
achieved by the Company and minimising economic
results caused by the Covi® epidemic. Therefore,

in its appreciation for the employees, it paid a special
award for 2020 in relation to for disciplined approach
in connection with the Covid9 prevention, which had
an impact on the average remuneration figure at the
Company. The annual award (gross) paid to the
employees was PLN 6.4 million.

In connection with Additional Protocol No. 63 to the
Collective Bargaining Agreement which includes
amincieasinbsg gax a3 #amgl March 2020 by 6%,
there was an increase in the share of base pay,
allowances for work and other remuneration in the
whole remunerations fund.
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[PLN] 201¢ 201¢ 2020 5450/201¢
LW Bogdanka S.A. 8,07 8,60¢ 8,591 -0.1%
_tOoTezall 9ySNESI: 4,88: 5,02¢ 5,25( 4,59
EkoTrans sp. z 0.0. 6,074 6,572 8,04: 22.49
RG Bogdanka Sp. z 0.0. 3,52( 3,74t 4,36 16.5%
MR Bogdanka Sp. z o0.0. 3,74¢ 4,47¢ 4,96¢ 11.09
LW Bogdanka Group* 7,551 8,00¢ 8,01¢ 0.1%

*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 2013020

NR YIRS

o nnn (6]
y pnna 10
y nna 10 —
T pna 10O
T nna-10O
c pnna-10O
c nna10O
p pna 10O
p nnan 10O
2018 2019 2020

GK LW Bogdanka esssss|\\/ Bogdanka SA
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Other information
Marketing operations
Marketing and sponsorship activities pursued Sponsorship
Ey I;V\i/c?;rgic::agilt(jgtéazig v;g:ns&g:smacargtslzltaffected Sponsorshipactivities are pursuedin the following A Local motor sports projects, popular and well
Yy €p sub-categories received on a regional scale, i.e. sponsoring

of detectionof the SAREov2 virus and its and
dissemination. Limitations and restrictions imposed
by the government to a significant extent hindered
and reduced marketing activity, and the sponsorship
value for 2020 was reduced by PLN

0.7 million.

The Company conducted sponsorship operations
based on the document applicable at the Company,
namely Sponsorship Strategy 20182021
Thedocumentspecifies both the goals of these
activities and the areas subject to sponsorship.

Goalsandobjectives

The objectives of the undertaken marketing and

promotional activities include:
building a positive image of the Company in the
Lublin region, in particular in its closest
geographic surroundings,

A aiNBy3GKSyAy3
active patron of socially important projects and
initiatives,

A o6dzAf RAy3
business activities.

2T a20Al ¢

The above goals are pursued through the following
tools: sponsorship projects, PR projects, CSR
activities as well as activisation of 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 3I21fao

QKS 12Vl ye GEONEEIE anp Bigning. e Spos

4 dzLILJ2 lepoqr 'sﬂﬁ".“esﬁj@d‘?sf  fhgrapignship

of Motor Lublin, the most popular sports club
/ 2 Y Lin $iesLOin rdgieridlittitiie highest media
coverage.

BOGDAN

5

Sports sponsorshigh 22t FT2NJ (KS
on local communities, i.e. getting support from
broader social circles. The Company is 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 2020the Company completed the total of 12
projects in the field of sports sponsorship, including
the key ones:

A DsNYAl _tOlyl {o®l o 6d23SGKSNI 6AGK GKS DsNYAL
_t Ol yI C 2tbeyflRd takihg2pgitiin the i
Fortuna 1st League matches (advanced in the A aDY{ Dgl NB|l _tOTylZx

08 chi
Iy R

cademy,
TNRY

eacl |ng more tl
Ol Yk

teenagers, representing boxers who have
(i KS NI 3 A 2 yagoddBuccess ate yh lboxihgyfourfiaindris)
on nationallevel.

€ status of a Se

choo (havmug ndary

school- a secondary school with a football
profile), the only school of this kind in the
Lublin Province. This entity has historical
relationships with the mine, the town and the
poviat. The team fans are, in majority,

the employeesof the LW Bogdanka Group.
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the sponsorship of senior players team (in the
Tauron 1. League matches) and training for
children and adolescents in a club with long
volleyball tradition.

GKAOK A& Ly Yl GSdzNJ

boxing sports club, active only for children and
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Marketing operations

Social and cultural sponsorshifi KS 7/ 2 YLI y & Q  { 2%hénsofirg Bdd promotion

impacting local communities in the region through wt[b Wnnns 2019 2020
support of opinion leaders as well as the sponsorship

of important social, cultural, scientific, technical and Promotion 691.E 637.3
other events of significance for the social image of the

brand. In 2020, the Company completed 16 projects Sports sponsorship 6,441.t 5,958.0
in the field of social and cultural sponsorship, ) )

cooperating with known and praised cultural Social/cultural sponsorship 2914 1830
institutions from the Lublin area, including: Cultures Total 74244 6,778.3

Meeting Centre, H. Ch. Andersen Theatre, Musical
Theatre. Moreover, the Company once again got
involved in a project popularising science, the Lublin
Festival of Science.

PublicRelations

The remainder of the promotion budget was used

in 2020for public relations and publicity activities
carried out through various communication channels
(internet, social media, press, radio, and TV). These
activities focused on building social support for the

/ 2YLI yeQa o0dzaAYyS&aa I OGAGAGASE YR SylofAy3d aLRYyaz2NARKALI
and social projects.
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Information on the auditor
responsible for auditing the report
and rules for preparing the annual
consolidated and separate financial
statements as well as court and out
of court proceedings

Information on the auditor responsible for auditing
the report

hy p WIFydzZZ NeE HnmyZ (KS
adopted a resolution on appointing
PricewaterhouseCoopers Sp. z 0.0. (currently

services regarding firdime application of IAS/IFRS;
advisory services and audit regarding the scope

of budgetpreparation (20112012); workshops

on different subjects (2010); legal advisory (2012); tax
advisory in 2014017 regarding, without limitation,
excise tax; and reviewing the correctness of Excise
Ratio calculations made by the Parent for 2016, 2017,
2018 and 2019; as well as works related to checking
whether the electricity consumption ratio for 2017
2020 was calculated correctly.

The remuneration of the auditor auditing the financial
statements (of the Parent and the subsidiaries)as well
as for the PricewaterhouseCoopers entities for all

t I NEeylite grovifledzin]2020ARE2A 183 as foowsiR

Basis of preparation of the Annual Consolidated and
Separate Financial Statements

The consolidated financial statements of the LW
Bogdanka Group and separate financial statements
of LWBogdanka S.A. for the period from 1 January
2020 to 31 December 2020 were prepared on the basis
of the International Financial Reporting Standards and
related interpretations published in the form

of regulationsof the European Commission.

The financial statements were prepared according

to the historical cost principle except for derivative
instruments measured at fair value.

The separate and consolidated financial statements
were prepared using the same accounting principles
for the current and comparative periods.

t NAOSGI GSNK2dzaS/ 22 LISNE t 2f &1 &aLlsoll 1T 23INFyAlizyn
2RLI2SGASRIALE Y21 OAD ! dzRe@dG alld 1 ®0 gAGK NBIAZAGSNBR 2F¥FAO0OS
in Warsaw, as an entity authorised to:

NEGASSE GKS tINBydQa FAylFyOAalt adriSySyda FyR GKS

DNR dzLJoa O2y a2t ARIFGSR FAyl "2« 5 A8 A rdy maws £ A

first halves of 2018, 2019 and 2020, l'dZRAG2NRE FSS wt[b Wnnne 201¢ 202C
A audit the financial statements of the Parent and

the consolidated financial statements of the - Audit of the annual financial statements 252 252

Group for 2018, 2019 and 2020.
PricewaterhouseCoopers Sp. z 0.0. (currently - Review of the financial statements i 40 40
t NAOSgt GSNK2dza§/ 22 LISNRE t 2t ardvlew 6t th&R&doh onrem@nariibnadd@e RBRD
2RLEZGASRIAIE Y21 OAN | dzZR& G & bdsoliiaRd findnbiafl S%emehes C S 6 Nzl NE - 62
1995 has been entered in the list of entities authorised - Other certification services (review od indicators) 13 26
to audit financial statements, maintained by the
National Chamber of Chartered Auditors under entry Total 305 380
number 144.
The Group earlier used the services
of PricewaterhouseCoopeiSp.z 0.0. (currently
t NAOSGI 6SNK2dza S/ 22 LISNE t 2f &1 &Ll O1F 1T 23INFyAlizyn
2RLI2SGASRIALE Y21 OAND ! dzReélG aLId {0 FyR tg/ OKFAY

entities with respect to: advisory services and
preparation of a report regarding an issue prospectus
of LWB S.A. shares, published in 2009; review and
audit of separate and consolidated financial
statements of financial years 20@®11; advisory
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Court and out of court proceedings

As at the day of publishing the Report no material
liabilities or claims proceedings are pending, in which
LWBogdanka S.A. or any of its subsidiaries is involved.

Arrangement proceedings

In 2020, the Company was not a party to arrangement
proceedings.
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Production, sales and inventories
of coal
LWBogdanka Group

Production, sales of commercial coal of the
Company

['000 tonnes] Q4 201! Q4 202( ChangiChange ¢ 201¢ 202C ChangiChange ¢
Gross coal extraction 3,77C 3,307 -46%  -12.3% 14,741 11,89¢ -2,84z -19.3%
E;Z?”C"O” of commercial 232¢ 207  -25C -10.8% 9451 7,61z -1,83¢ -19.5%
Yield (%) 61.6Y 627 1.1p.p 1.8% 64.1% 64.0¥ -0.1pp -0.2%
Sale of commercial coal 2,29¢ 1,97C -328  -14.3% 9,35¢ 7,67C -1,68¢ -18.0%
New excavations (km) 7.4 6.1 -1.2 -17.6% 29.1 25.7 -3.4  -11.7Y
Inventoriesof commercialcoal of the Company
Change [%] Change [%
['000 tonnes] 31 Dec. 201 30 Sep. 202 31 Dec. 202 31 Dec. 2020/ 31 Dec. 2020
31 Dec 2019 30 Sep. 202
Inventories of coal 179 17 122 -31.8% 617.6%
Structureof commercialcoalproduction
[%] Q4 201¢ Q4 202! 201¢ 202(
Fine coal 99.2y 99.3% 99.3% 99.2%
Pea coal 0.8% 0.7% 0.7% 0.8%
Total 100.0% 100.0% 100.0¢ 100.0%
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The lower operating results of the Company for 2020 were mainly influenced by decreased demand for
power coal by commercial power plants and the heating sector. In Q1 2020 it stemmed from warm and
windy winter, and in Q2 from the decreased demand for power in Poland due to the restrictions
implemented in connection with the coronavirus pandemic, which resulted in an economic slowdown.

After the slowdown period, the demand for power coal has returned to normal and sales have returned
to the levels recorded in previous years. As wall run timetable and deadlines have been altered,

the datesof commencement of works on new walls intended for exploitation this year changed, too.

Asaresult, a number of factors limiting the assumed progress on walls and the levels of yield occurred

in September. The largest negative impact was brought about by a deforming pressure increment
on one of the walls, which limited the operational capacity of longwall workings, hence limiting the

progress on that wall.
P FGSNI GSYLR NI NE
ones in Q4.

Productionof coal

RAFTFAOdL GASES

iKS

/2YLI yeQa

(-) gross extraction of coal in 2020 decreased by 19.3%, i.e. 2,842,000 tonnes
(-) production of commercial coal in 2020 was 7,612,000 tonnes, i.e. less by 1,839,000 tonnes)

than in 2019

(-) yield for 2020 was 64.0% compared to 64.1% for 2019

Saleof coal

(-) in Q4 2020 the sales of coal dropped by 14.3% compared to Q4 2019
(-) in 2020 the sales of commercial coal amounted to 7,670,000 tonnes, i.e. by 18.0% less than in 2019
(-) drop in demand for coal from customers: warm and windy Q1 2020 and economic downturn in Q2

2020 due to the pandemic

Inventories

ail yRFNR

(-)at the end of 2020, inventories of coal amounted to 122,000 tonnes which means a drop by 57,000
tonnes, compared the level as at 31 December 2019

(+)the level of coal inventories presented at the end of 2020 corresponds approximately to 5 days

of commercialcoal 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

The structure of coal production, both in Q4 and the whole 2020, was practically at the same level

asin the previous year.
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Financial standing
Revenue and key customers of the
LW Bogdanka Group
Dynamics of changes in product range with respect Revenue
to revenue (-) in Q4 2020 the revenue amounted to PLN 468,579,000, which represents a decrease by 11.9%
wt [ b Wnnnt Q4201¢ Q4202( Chang Change¢ 201¢ 202C  Chang: Change ¢ compared to Q2019
(-) in the whole 2020 the revenue amounted to PLN 1,822,112,000 compared to PLN 2,157,861,000
Sale of coal 519,25t 455,357 -63,89¢ -12.3¥  2,109,27. 1,775,58!  -333,68¢ -15.8% in 2019 which means a drop in revenue by 15.6% yly
L . . The main source of revenue of the LW Bogdanka Group is the production and sale of thermal coal by the
0, C 0,
Other activities 8,84 10,31¢ Lave 16.79 31,11 34,24¢ 3,13¢ 10.1% Parent. In each of the compared reportinq pgripds th[s activity generates approx98&7of the LW
i""a'teeﬁ;goo‘js and 365. 2,90/ 748 2059  1747¢ 1227 5201  -29.8Y - 23RFy1l DNRdZIO& NBE@SydsSo
Total 531,74¢ 468,57¢ -63,17( -11.9% 2,157,86. 1,822,11. -335,74¢ -15.6% Revenue on other operations
In Q4 2020 revenue on other operations (which includes revenue of subsidiaries) were PLN 10,318,000
(2.2% of total revenue), compared to PLN 8,842,000 (1.7% of revenue) in the analogous period of 2019
Structure of revenue (up by 16.7% yly). A significant share in that group of revenue was held by:
[%] Q4 201! Q4 202( 201¢ 202( A revenue from services of coal transport provided by the Company for the benefit of some customers
A NB@SydzS 3ISYySNIGSR o6& _tOlezall 9ySNEHSGell FNRY (KS
Sale of coal 97.6% 97.2% 97.8% 97.4Y A revenue on industrial services provided to companies performing works contracted by the Parent,
s A revenue on lease of necurrent assets.
h 1.7% 2.2% 1.4% 1.9%
Other activities In the whole 2020 revenue on other operations was PLN 34,249,000 compared to PLN 31,111,000 for the
Sale of goods and materials 0.7% 0.6% 0.8% 0.7% previous year, which represents an increase by 10.1%.
Total 100.0 100.0% 100.09 100.0¥ o S
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 partly a result
of increasinghe regeneration of lining and greater degree of their recovery and lower liquidation
Geographical structure of revenue of excavationshence smaller amount of scrap.
ot [ b Wnnn€é Q4201¢ Structure Q4 202( Structure 201¢  Structure 202C  Structure Key customers
. , , . Almost 94% of coal sales (in terms of value) in 2020 was effected between to Enea Wytwarzanie sp. z 0.0.,
531,70¢ 100.09 468,57¢ 100.09 2,157,77: 100.09 1,822,11. 100.09 A ~a 4 , A = P . A .
Domestic sales ’ ’ / / 9y S 9fS|UNRSYAlL t20FyASO {®l &5 9bowD! 9tS1UNRSYAS ha
Foreign sales 46 0.0% - 0.0% 83 0.0% 0 0.0% t dzO0l g& { ! ® LYy Hamdp GKS &KFNB 2F (KS 02@S OdzaAi2YSNA
Total 531,74¢  100.09  468,57¢  100.09 2,157,86.  100.09 1,822,11;  100.0% Key customers by share in revenue:

Geographical structure of revenue

The activities of the Group are primarily concentrated in Poland. In 2020 sales of coal abroad (Ukraine) was perfornted throug

acoalagent. In 2019 the value of exports in the total revenue was PLN 83,000.

50

A EneaAWytwarzaqie sp. z o@Enea Groujg approx. 73% oj share in the revenue
A 9y Sl 9f S i NER éqERda Grougn &@dprgxi 139 sharebih the revenue
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Financial standing

Financial highlights
of the LW Bogdanka Group

Analysis of the consolidated income statement

Ot[b Wnnne Q4 201¢ Q4 202( Chang 201¢ 202( Chang

Revenue 531,74¢ 468,57¢ -11.99 2,157,86: 1,822,11: -15.6%

Costs of products, goods and materials sol 477,67¢ 420,78 -11.99 1,799,441 1,725,39: -4.1Y

selling costs and administrative expenses

Profit on sales 54,07« 47,792 -11.6% 358,41! 96,71¢ -73.0¥

Gross sales margin 10.2% 10.2% 0.0p.p 16.6% 53% -11.3p.p

Other income 1,981 4,624 133.49 5,267 7,731 46.99

Other costs 49¢ 532 6.6% 1,21% 1,89¢ 56.3%

Net operating profit 55,55¢ 51,88¢ -6.6% 362,47( 102,56: -71.7% Net profit -

Other profits/(losses) net -13 7,38t - 12,75: -7,321 - of the rep:)o;;igg

Operating profit (EBIT) 55,54% 44,49¢ -19.9Y 375,22. 95,241 " Prefax 1

EBIT margin 10.49 9.5% 0.9p.p 17.49 5.2 e profit!

EBITDA 156,24¢ 148,51¢ -4.9% 767,59. 466,16° -39.3y EBITDA /1
EBITDA margin 29.49 31.7% 23pp 35.69 25.6%  -10.0p.p

Finance income 3,927 4,97¢ 26.6% 14,73: 7,531 -4 Operating profit (EBJY =

Finance costs 3,41C 1,86¢ -45.29 11,37¢ 9,58¢ -15.1y

Profit before taxation 56,06( 47,608 -15.1% 378,57t 93,19( -75.4¢ Profit onsales Hj SRI @

Pretax profit margin 10.5% 10.2% -0.3p.p 17.59 51% -124p.p

Income tax 11,26¢ 9,48 -15.99 69,83( 20,22¢  -71.09 0 1000 200 300 400 500 600 700 800 900
Net profit 44,79: 38,12 -14.99 308,74¢ 72,96  -76.4Y PLN 000 1) O
Net sales margin 8.4% 8.1% -0.3p.p 14.3% 40% -103p.p

m 2020 2019
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Financial highlights income

LW Bogdanka Group Other costs

Revenue

The value of revenue for the Q4 2020 went down

by 11.9% compared to the same period of

the previous year and amounted to PLN 468,579,000.
In the whole 2020 the Group generated revenue

in the amount of PLN 1,822,112,000 as compared

to PLN2,157,861,000 in the same period of 2019
(down by 15.6%).

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

In Q4 2020 costs of products, goods and materials
sold plus selling costs and administrative expenses
amounted to PLN 420,787,000, i.e. they went down
by 56,888,000 compared to the same period of the
previous year (PL#[77,675,000).

In 2020 the cost of products, goods and materials
soldaswell as selling costs and administrative
expenses decreased from PLN 1,799,446,000 to PLN
1,725,393,000.

Profit on sales

In Q4 2020 profit on sales amounted to PLN
47,792,000, while in the same period of 2019

it amountedto PLN 54,074,000. The Group closed
2020 with a profit on sales in the amount of PLN
96,719,000, versus PLN 358,415,000 in 2019.

Otherincome

In Q4 2020 other income amounted to PLN 4,624,000
compared to PLN 1,981,000 a year before.

In 2020 other income amounted to PLN 7,737,000
compared to PLN 5,267,000 a year before. Dominant
positions in both periods were the returned excise
tax and damages received. In addition, in 2020,
areleaseof provision for PEMUG claims in the
amount of PLN 4,206,000 was disclosed under other

Other costs in 2020 amounted to PLN 1,894,000
while in 2019 the figure was PLN 1,212,000
adominantitem in both periods were the received
grants.

Other profits/(losses) net

In Q4 2020 other net losses amounted to PLN
7,385,000 compared to PLN 13,000 in Q4

2019- which represents and increase BLN
7,372,000 (including PLN 6,240,000 of impairment
loss of norcurrent assets).

Other net loss in 2020 amounted to PLN 7,321,000
compared to the profit of PLN 12,752,000 in 2019
(in 2019the provision for disputable claim of the
Social Security Institution (ZU&)s released).

EBIT

Operating result in Q4 2020 amountedRa.N
44,499,000. EBIT margin in Q4 2020 was 9.5%, i.e.
itwaslower by 0.9 p.p. than in the fourth quarter

of the previous year

EBIT margin for the whole 2020 was lower by 12.2
p.p. compared to the 2019, and accounted for 5.2%.

EBITDA

EBITDA in Q4 2020 decreased by 4.9% compared
to Q42019 and amounted to PLN 148,519,000.
EBITDAnargin in Q4 2020 equalled 31.7%, which
shows an increase compared to the same period
of 2019

In 2020 the Group achieved an EBITDA margin

of 25.8%, i.e. 10.0 p.p. lower than in 2019 (EBITDA
amount decreased by 39.3% in the period under
analysis). In 2020, EBITDA amounted to PLN

466,167,000, compared to PLN 767,592,000 in 2019.

Financeincome
Finance income in Q4 2020 amounted to PLN
4,973,000 (+26.6%). In the whole 2020 finance

income was PLN 7,253,0004.8% yly).
Thedifferencein the finance income levels yly
results mainly from the difference between the
amount of released provisions for claims in the part
concerning interest and lower interest income

on fundsheld.

Financecosts

In Q4 2020 finance costs were lower than the costs
in the same period of 2019, and amounted to PLN
1,869,000. Finance costs for the whole 2020
amounted to PLN 9,588,000 compared to PLN
11,379,000 in 2019 (decrease by 15.7%). As at 31
December 2020 total debt of the Group amounted
toPLNuMZInnynnns O2YLI NBR
of PLN14,076,000 as at 31 December 2019.

Profit before taxation

In Q4 2020 the Group recorded pr&x profit of PLN
47,603,000 compared to the profit of PLN 56,060,000
in Q4 2019. Profit/(loss) before taxation for the

whole 2020 amounted to PLN 93,190,000 compared
to PLN 378,576,000 in 2019.

Net profit for the reporting period

In Q4 2020 the Grougeneratednet profit of PLN
38,123,000 compareth PLN44,792,000 in Q4 2019
The net profit of the Group for 2020 was PLN
72,962,000 compared to PLN 308,746,000 in the
previous year.

()
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Financial standing

Balance sheet of the LW Bogdanka

Group

Balance sheet

ot [ b WYnnne 31 Dec.201 31 Dec. 202 Chang

Total assets 4,252,46 4,375,26: 2.9%
Return on Assets (ROA)* 7.5% 1.7% -5.8p.p

Non-current assets 3,509,78I 3,763,94! 7.2%

Current assets 742,68« 611,31¢ -17.79

Equity 3,228,50. 3,299,82 2.2%
Return on Equity (ROE)* 10.0¥ 2.2 -7.8p.p

Provisions and liabilities 1,023,96. 1,075,431 5.0%

* the calculations include net result for the last four quarters and an average level of assel
equity (as at 31 December 2020 + as at 31 December 2019)/2

Analysis of the consolidated statement of financial position

Non-currentassets _
ACurrentassets
Equity 5_

\Provisionsand liabilities] m VAL

0 500 M AAM pAHT ANH pAG ANG pAam AN

m31.12.2020 =31.12.2019

PLN '000

2F [2 . 23RIFYy{1l {®!'d YR GKS

Assets

The balancesheet total as at 31 December 2020 compared to the value as at 31 December 2019 went up by PLN
122,799,000 and amounted to PLN 4,375,263,000, withauwrent assets going up by PLN 254,165,000 and current
assets going down by PLN 131,366,000. Within current assets, the value of cash went down by 36.9%.

As at 31 December 2020 the ROA figure was 1.7%, while as at the end of 2019 it was 7.5%.

Equity and liabilities

The equity went up by 2.2%. It was solely an effect of the comprehensive income generated for 2020.

Provisions and liabilities went up by 5.0% compared to the value as at 31 December 2019, with current liabilities
going down by 3.7% (drop was recorded mainly in provisions for other liabilities and charges), andreoh

liabilities going up by 10.0% (including mainly liabilities on account of the employee benefits, liabilities regarding the
deferred income tax and provisions for other liabilities and charges as well as liabilities on account of financial lease).
At 31 December 2020 a decrease in ROE was recorded (by 7.8 p.p.) compared to the end of 2019. The value of the
ratio as at 31 December 2020 was 2.2% compared to 10.0% as at 31 December 2019.
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In Q4 2020 the Group generated net cash flow from operating activities lower by 62.3% than in Q4
2019¢ in 2020 it amounted to PLN 77,805,000 compared to PLN 206,503,000 a year before. During
the whole 2020, the LW Bogdanka Group generated cash flow from operating activities in the
amount of PLN 476,960,0038.8% y/y),i.e. less by PLN 244,017,000.

Drop in the value of cash flow from operating activities was caused mainly by decreased profit
before taxation. The préax profit/loss in the analyzed period of 2020 amounted to PLN 93,190,000,
and in the same period of 2019 the figure was PLN 378,576,000, which representsa year

change of PLA285,386,000.

Cash flow from investing activities increased (in absolute terms) in Q4 2020 by 43.8% (to PLN
172,236,000) compared to the same period in 2019.
Cash flow from investing activities increased its value in 2020 by 28.2% relative to the analogous

In Q4 2020, the Group recorded negative cash flow from financing activities of PLN 1,615,000 (loan
of PLN 759,000 was repaid, interest of PLN 250,000 was paid, and liabilities under financial lease
agreements were of PLN 1,712,000 were paid).

In 2020, the Group recorded negative cash flow from financing activities of PLN 7,061,000 (loan
worth PLN 3,036,000 waspaid,interest of PLN 531,000 was paid, and liabilities under financial
lease agreements were of PLN 3,494,6@0e paid).

5ANBOUZ2NRQ WSLIEZNIL 2y hLISNrXruAzya 27F
Financial standing
Cash flow
LW Bogdanka Group
Cash flow
Gt [ b Wnnné Q4 201! Q4 202 Chang 201¢ 202C  Chang
Cash flow from (used in) operating  5¢ 50 77,80 623y 72097 476,96  -33.89
activities
Cash flow from (used in) investing ;19 76~ 17 23 438y  -476,53.  -611,02¢ 28.29
activities
CFFO* 86,73¢ -94,431 - 244,44:  -134,06¢ -
Cash flow from (used in) financing -1,44¢ 1,61t 1179 -32,49; 7061 7839
activities
*total cash flow from operating and investing activity
period of 2017.

Casfilow from (used? 6 & B L T
in) operatingactivites 2 LISNJ Oe 2y Se
Casfflow from (Used! 68 I ——
in) investingactiviiesA Y 4 Sa u e O 2y'se

CFFO —
Casllow from used 9 & . |
in) financingactivites TA Yl yazgsSe

-800 -600 -400 -200 0 200 400 600 800
PLN
| |
2020 2019 000
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Debt and liquidity ratios
LW Bogdanka Group

When discussing the consolidated results, the Company presents selected APM indicators, as in its opinion they are the source

of additional (with respect to data presented in the financial statements) and valuable information on financial and operating

allyRAYy3Is FyYyR YIS Al SraAaSNI G2 lylrteasS IyR

FaasSaa
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presents these specific alternative measurements of results as they are standard indicators commonly used in finaneigl analys Overall debt ratio
The selection of alternative measurements followed an analysis of their usefulness as far as providing investors with useful
information on financial standing, cash flows and financial efficiency is concerned, and the Company believes they allow the

achieved financial results to be well assessed.

Cash flow

wt[ b WYWnnne 31 Dec. 201 31 Dec. 202 Changt

Overall debt ratio 2419 24.6U 0.5p.p

Ratio (debt plus employee liabilities)/EBITDA 0.27 0.4¢ 81.50
1 *

Net debt ratio/EBITDA 0.4f -0.4¢ 210

Debt to equity ratio 31.79 32,69 0.9p.p

Fixed capital to nocurrent assets ratio

(non-current assets/fixed capital) 105.69 101.09 -4.6p.p

Current debt ratio

(current liabilities/equity and liabilities) 8.8% 8.2% -0.6 p.p

Non-current debt ratio 15.39 16.3% 1.0pp

(non-current liabilities/equity and liabilities)

* Debt=non-current liabilitiesdue to bondsissue+ non-currentloansand borrowings+ currentloans
andborrowings

31 Dec. 201 31 Dec. 202 Changt
Current liquidity ratio 2.1¢ 1.7¢ -18.8%
Quick liquidity ratio 1.8% 1.47 -19.79

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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The overall debt ratio as at 31 December 2020 went up by 0.5 p.p. compared to 31 December 2019
and reached 24.6%value of equity and liabilities increased by a higher value (mainly due to retained
profit) in relation to liabilities.

¢KS £S0St 2F (KS DNBdZLIa RSoda & Fi om 5508Y0
F'yR AdGa FoAfAde G2 asSiitsS tAFOAtAGASE Ay | GAY
to mediumterm and longterm analyses in order to secure liquidity and cash at proper levels.

Ratio debt plus employee liabilities/EBITDA

The ratio describing debt to EBITDA at the end of Q4 2020 increased by 81.5% to 0.49. When
comparing data as at 31 December 2020 to data as at 31 December 2019, a decrease was recorded
both in debt and EBITDA (cumulatively for the last four quarters).

Ratio net debt/EBITDA

The ratio describing net debt (i.e. the total interdstaring current and nowurrent liabilities less

cash and equivalents) to EBITDA remained at almost the same level as in the previous year. Net debt
went up by about PLN 138 million and amounted to FA31 million with a decrease in EBITDA

by about PLN 301 million (EBITDA calculated cumulatively for the lastt@uters).

Debt to equity ratio

Debt to equity ratio as at 31 December 2020 increased in relation to 31 December 2019 by 0.9 p.p. and
was 32.6%liabilities and provisions grew by ca. PLN 51 million along with an increase in equity

by ca.PLN71 million.

Fixed capital to norcurrent assets ratio

The fixed capital to negurrent assets ratio was 101.0% (as at 31 December 2020) compared

to 105.8% (as at 31 December 2019) the analysed period the value of nonrrent assets increased
by approx. PLN 254 million and fixed capitals (equity pluscoorent liabilities less provisions),

by approx PLN 96 million.

NB L2 NI Ay 3
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Financial standing
Turnover ratios at the
LWBogdankasroup
Inventoryturnover
The inventory turnover as at 31 December 2020 went up by 2 days to 23 days, compared
Turnover ratios to 31 Decembe2019. Disposal of inventories takes on average 2 days more.
ot [ b WYnnne 31 Dec. 201 31 Dec. 202 Chang
average inventories Debtorscollectionrate
9 days in the - 92 9.50 The debtors collection rate (calculated on the basis of the bakingeS SG A GSY a¢ NI RS
1. Inventory turnover costs of goods, products an*  period < =7 NEOSAQI6tSa¢o ¢ra pm RIea o6Fa Fd om 5SOSYSSN
materials sold The average receivables grew by approx. PLN 32 million, with the revenue going down by approx.
average receivables i PLN 336 million.
2. Debtors collection rate* g days n the 37 51 37.8%
revenue period )
o Creditorspaymentrate
average liabilties days in the ¢KS ONBRAGZNE LI @YSyd NIGS 0Ot OdA ISR 2y GKS
3. Creditors payment rate**  cqgts of goods, products an* period 71 72 1.4% tAFLOAEAGASEED A G GKS SyR 2F wnun 323G t2y3S

materials sold
4. Operating cycle 1+2

5. Cash conversion cycle 4-3

asat the end of 2019. In the analysed period the Group had a lower average level of current trade
liabilities (by approx. PLN 11 million) with lower costs of products, goods and materials sold
58 74 27.6% (by approx PLN 73 million).

-13 2 - Operatingcycle

* Tradeandother receivables

** Tradeand other liabilities

The operating cycle for current assets (a sum of inventory turnover and debtors collection rate)
inthel yF t@aSR LISNA2R fSyaikSySR (2 tn RFE&ao hy
are converted into cash.

Cashconversioncycle

The consequence of the above trends, the cash conversion cycle as at 31 December 2020 was
2 days The positive value of the cash conversion cycle means that the Group does not use trade
credit.
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Financial standing
Provisions of the LW Bogdanka Place where impact of the change in provisions is recognised in the consolidated financial statements
Group Including:
Balancesheet provisions Change disclose
Change C only in the Change discl
Change . L . Change discl bal heet. Change discl g€ disclose
GtLb Wnnns s at 31 Dec As at 31 Dec ’ Ot[b wnnne provisions r changesciose GArSE Ao blrce sheet, changedsione "oy
2019 2020 31.12.2020/ 202C . '_': OpEeE;[aT'S% of operating  balancesheet comprehensive 2 aCeS e?;\
31 Dec. 2019 activity ( activity ¢ interest value of property income L:)Sri\zsio;
plant and
Employee provisions 191,96 215,32 12.29 equipment
- . . i B .
Provision for real property tax 10,30¢ ) -100.09 Employee provisions 23,36: 42,96¢ 3,42¢ 2,021 25,05
o . . Provision for real property tax -10,30¢ - - - - -10,30¢
Provision for the mine closure costs and land reclamatio 171,63t 212,45¢ 23.8% . .
Provision for the mine closure costs 40 82 6.00¢ 3.69¢ 31 12 ) )
Mining damage 2,14¢ 2,57¢ 20.0Y and land reclamation ’ ’ ' e
Other 12,23 4,73t 61.39 Mining damage 43C 1,871 - - - -1,441
- 7 - C - - - - “
Total 388,29: 435,00 1210 Other 7,502 6,84¢ 65¢
Change in value of employee provisions and the provision of mine closure costs (Mine Closure Fund) Total 46,808 43,99 711 31,12 2,021 -37.45:
from a change in actuarial assumptions and assumptions regarding the valuation of the provision for tt
Closure Fund (significant decrease in the discount rate). Provision for real property tax was settled in f
in 2020
Including:
ch discl
Changen provisions Change il ' only %n?hee l::;tl:a%scf ' Change disclose
, . . Change disclose K - Change disclose .
ch wt [ b Wnnneé provisions Change disclose below the result of sheet¢ increase ir in other only in the
ch h Change h . h . ange in Q4 202( in Operatingoperating activityc balancesheet comprehensive balancesheett
Gt[b Wnnne ange Change Q4 2020/ Change in Change in 2020/ activity (EBITD/ interas; Value of property income use of the
Q42019 Q42020 2019 2020 plant and provision
Q4 2019 2019 equipment
Employee provisions 17,34¢ 8,02 538y  26,80¢  2336. -12.99  Employee provisions 8,02 1117 1,02¢ - -63¢ -3,54:
Provision for real property tax -8,94¢ 10,76 203y  -31,12¢  -10,30¢ -66.9%  Provision for real property tax -10,761 - -45¢ - - -10,30¢
Provision for the mine closure cos - .
and land reclamation 32,84« 18,761 -42.99 47,42¢ 40,827 -13.9% Provision for the mine closure 18,767 3,507 1,062 14,19¢ - -
o costs and land reclamation
Mining damage -34¢ 1,33¢ - -1,03¢ 43C - o
o ) Mining damage 1,33¢ 1,871 - - - -53¢
Provision for Social Insurance
Institution (ZUS) claim for acciden - - - -22,65¢ - -100.0% Other -7,591 -6,96( -194 - - -437
contributions Total 9,771 9,58¢ 1,43¢ 14,19¢ -63E -14,82(
Other -18:2 -7,591 4,048.19 354 7,50z -
Total 40,715 9,771 -76.0% 19,77: 46,80f 136.7Y
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Financial standing
Revenue and key customers
of LWBogdankas.A.
Dynamics of changes in product range with respect
to revenue
) . . c . Revenueon salesof coal
ot [ b Wnnnt Q4201 Q4202¢  Changi Change ¢ 201¢ 202 Changr Change ¢ (1) in Q4 2020 the revenue amounted to PLN 457,871,000, which represents a decrease by 12.3%
. . compared to Q2019
Sale of | 521,83: 457,87 -63,96( -12.3¥ 2,116,421 1,781,801 -334,61( -15.8% ;
ale of co / () in the whole 2020 the revenue amounted to PLN 1,781,806,000 compared to PLN 2,116,416,000
Other activities 5,56€ 6,821 1,25¢ 22.5% 20,70 24,50¢ 3,807 18.4y in 2019 which means a drop in revenue by 15386
Sale of goods and . ) i ; B . (+)the main source of revenue at LW Bogdanka S.A. is the production and sale of thermal coal.
materials 3,621 2,89¢ -72¢ -20.09 17,39: 12,22¢ 5,162 20.7% In eachof the compared reporting periods this activity generates approximately 98% of the LW
< _ | o PP -
Total 531,01¢ 467,587 -63,43] -11.9%  2,154,50¢ 1,818,54. -335,96¢ -15.6% - 23REYTI ot ®0a NBOSydzs®
Revenue on other operations
Structure of revenue In Q4 2020 revenue on other operations was PLN 6,821,000 compared to PLN 5,566,000
in the analogous period of 2019 (up by 22.5% yly). A significant share in that group of revenue was
[%] Q4 201! Q4 202( 201¢ 202( held by:
Sale of coal 98.3% 97.99 98.20/ 98.0Y A revenue from services of coal transport provided by LW Bogdanka S.A. for the benefit of some
customers,
Other activities 1.0% 1.5% 1.0 1.3% A revenue on industrial services provided to companies performing works contracted by the
Sale of goods and materials 0.7% 0.6% 0.8% 0.7 Company
A revenue on lease of neourrent assets.
Total 100.0 100.0% 100.0% 100.0
In the whole 2020 revenue on other operations was PLN 24,508,000, which represents an increase
by 18.4% than in 2019.
The increase in revenue in this group is related to higher revenue on coal transport under own rail
Geographical structure of revenue licence.
ot [ b Wnnn€é Q4201¢ Structure Q4 202( Structure 201¢  Structure 202C  Structure o
) ) Lower value of revenue on sales of goods and materials is a consequence of lower scrap sales
Domestic sales 530,97: 100.09 467,58 100.09 2,154,42( 100.0% 1,818,54 100.0% (i.e. liningrecovered from closing galleries, which cannot be regenerated and reused). This is partly
Foreign sales 46 0.0 _ 0.0% 83 0.00 R 0.0% e_ire_sult_of increasing t_he regeneration of lining and greater degree of their recovery and lower
liguidation of excavations, hence smaller amount of scrap.
Total 531,01¢ 100.09 467,58’ 100.09 2,154,50¢ 100.09 1,818,54: 100.09

Geographical structure of revenue

The Company operates primarily in Poland. In 2020 sales of coal abroad (Ukraine) was performed through a coal agent.

In 2019the value of exports in the total revenue was PLN 83,000.
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Key customers

Almost 93% of coal sales (in terms of value) in 2020 was effected between to Enea Wytwarzanie sp.

zo.o®zZ 9y St
11726268 t dzOl s
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t20FyAS8S0O {d! ®I 9b9wD!
Hnmeg GKS aKlINB 2F GKS

Key customers by share in revenue:
A Enea Wytwarzanie sp. z o@Enea Group approx. 73% of share in the revenue
A 9y St 9f S1 (NP égEhda Grougs @dprgxi 139 shareih tibe revenue
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Financial standing

Financial highlights
LW Bogdanka S.A.

Analysis of the income statement

wt[ b WYnnns Q4 201! Q4 202( Changt 201¢ 202 Changt
Revenue 531,01¢ 467,58° -11.99 2,154,50¢ 1,818,54: -15.6%
Costs of products, goods and materials sol

. - . 476,09¢ 420,10:¢ -11.8% 1,801,31¢ 1,726,97 -4.1%
selling costs and administrative expenses
Profit on sales 54,92: 47,48¢ -13.5% 353,19 91,56¢ -74.1%
Gross sales margin 10.3% 10.29 -0.1p.p 16.4Y 5.0 -11.4p.p
Other income 1,83¢ 4,421 140.5% 4,682 7,29¢ 55.8%
Other costs 49¢ 55E 11.4% 1,202 1,90t 58.4y
Net operating profit 56,26 51,35( -8.7% 356,67¢ 96,957 -72.8%
Other profits/(losses) net 83 -7,337 - 12,847 -7,27¢ - )
Net profit —
Operating profit (EBIT) 56,34 44,01z -21.9% 369,52( 89,68¢ of the reportin
EBIT margin 10.6% 9.4% -1.2p.p 17.29 49%  iiie o perio
pretax (NG
EBITDA 154,55: 145,49¢ -5.9% 752,13t 449,91 -
profity
EBITDAmargn o S 20pe o sasy 2T H02PE .
Finance income 3,87( 4,92¢ 27.29 15,71¢ 8,34: -46.99 EBITDA
H - 7 - 0, - 1C NN,
Finance costs 3,197 1,667 47 .9y 10,617 8,92¢ Operating profit (EBDTy_
Profit before taxation 57,01¢ 47,27( -17.1% 374,62: 89,09¢ R i
Pretax profit margin 10.79 10.19 -0.6 p.p 17.4y 49%  -125p.p o W
i a 0 e
Income tax 11,16 9,23 -17.39 68,43¢ 19,046  72.0v profit onsales
Net profit 45,858 38,03t -17.19 306,18¢ 70,05( 7719 O MAn ANAM OAM nNAN pAR onAn mAA FAn A
Net sales margin 8.6% 8.1% -0.5p.p 14.2% 3.9% -10.3p.p

m 2019 2020
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Financial highlights
LW Bogdanka S.A.

Revenue

The value of revenue for the Q4 2020 went down

by 11.9% compared to the same period

of the previous year and amounted to PLN
467,587,000.

In the whole 2020 the Company generated revenue
at a level of PLN 1,818,543,000 compared to PLN
2,154,509,00@n 2019 (down by 15.6%).

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

In Q4 2020 costs of products, goods and materials
sold plus selling costs and administrative expenses
amounted to PLN 420,103,000, i.e. they went down
by 55,993,000-11.8%) compared to the same period
of the previous year (PL4Y6,096,00).

In 2020 the cost of products, goods and materials sold
as well as selling costs and administrative expenses
stood at a level of PLN 1,726,977,000 which means
adecreaseby 4.1% compared to 2019 (PLN
1,801,316,000).

Profit on sales

In Q4 2020 profit on sales amounted to PLN
47,484,000, while in the same period of 2019

it amountedto PLN 54,922,000.

The Company closed 2020 with a profit on sales in the
amount of PLN 91,566,008ersusPLN 353,193,000

in 2019

Other income

In Q4 2020 other income amounted to PLN 4,421,000
compared to PLN 1,838,000 a year before.

In 2020 other income amounted to PLN 7,296,000
compared to PLN 4,683,000 a year before. Dominant
positions in both periods were the returned excise tax
and damages received.

In addition, in 2020, a release of provision for PEMUG
claims in the amount of PLN 4,206,000 was disclosed

under other income

Other costs

Other costs in 2020 amounted to PLN 1,905,000 while
in 2019 the figure was PLN 1,203,@¥dominant

item in both periods were the received grants.

Other profits/(losses) net

In Q4 2020 other net losses amounted to PLN
7,337,000 compared to the profit of PLN 83,000 in Q4
2019 (including PLN 6,240,000 of impairment loss

of non-current assets).

Other net loss in 2020 amounted to PLN

7,273,000 compared to the profit of PLN 12,847,000
in 2019 (in 2019 the provision for disputable claim

of the Social Security Institution (ZU&sreleased).

EBIT

Operating result in Q4 2020 amounted to PLN
44,013,000. EBIT margin in Q4 2020 was 9.4%,
i.e.it waslower by 1.2 p.p. than in the fourth quarter
of the previous year.

EBIT margin for the whole 2020 was lower by 12.3
p.p. compared to the 2019, and accounted for 4.9%.

EBITDA

EBITDA in Q4 2020 decreased by 5.9% compared

to Q42019 and amounted to PLN 145,499,000.
EBITDA margin in Q4 2020 equalled 31.1%, which
shows an increase by 2.0 p.p. compared to the same
period of 2019.

In 2020 the Company achieved an EBITDA margin
of 24.7%, i.e. 10.2 p.p. lower than in 2019 (EBITDA
amount decreased by 40.2% in the period under
analysis). In 2020, EBITDA amounted to PLN
449,913,000, compared to PLN 752,135,000 in 2019.

Finance income

Finance income in Q4 2020 amounted to PLN
4,924,000 (+27.2% yly). In the whole 2020 finance
income was PLN 8,342,0006.9% yly).
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The difference in the finance income levels y/y results
mainly from the difference between the amount

of releasedprovisions for claims in the part
concerning interest and lower interest income on
funds held.

Finance costs

In Q4 2020 finance costs were lower than the costs
in the same period of 2019, and amounted to PLN
1,667,000. Finance costs for the whole 2020
amounted to PLN 8,928,000 compared to PLN
10,617,000 in 2019 (decrease by 15.9%).

As at 31 December 2020, the Company did not hold
any interestbearing debt.

Profit before taxation

In Q4 2020 the Company generated jag profit

of PLN47,270,000 compared to PLN 57,018,000 in Q4
2019.

Profit/(loss) before taxation for the whole 2020
amounted to PLN 89,098,000 against PLN 374,622,000
in 2019.

Net profit for the reporting period

In Q4 2020 the Company generated net profit of PLN
38,035,000 compared to PLN 45,855,000 in Q4 2019.
The net profit of the Company for 2020 was PLN
70,050,000 compared to PLN 306,184,000 in the
previous year.

{0 @
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Financial standing

Balancesheet
of LW Bogdanka S.A.

Balance sheet

ot[ b Wnnng 31 Dec.201 31 Dec. 202 Chang
Total assets 4,208,38: 4,328,18! 2.8¥

Return on Assets (ROA)* 7.6% 1.6% -6.0 p.p
Non-current assets 3,485,10: 3,746,32: 7.5%
Current assets 723,28: 581,86 -19.6%
Equity 3,206,87! 3,275,36' 2.1%

Return on Equity (ROE)* 10.0¥ 2.2 -7.8p.p
Provisions and liabilities 1,001,51 1,052,82: 5.1%

* the calculations include net result for the last four quarters and an average level of assel
equity (as at 31 December 2020 + as at 31 December 2019)/2

Analysis of the separate statement of financial position

Non-current assets

‘I

Currentassets

Equity)
Provisionsand - w
liabilities FY AL
| |
0 500 M AAM1 pAHT A HT P QT A A0n p oAl an

m31.12.2020 31.12.2019 ieao

2F [2 . 23RIFYy{1l {®!'d YR GKS D

Assets

The balancesheet total as at 31 December 2020 went up to PLN 4,328,189,000 (i.e. increased by PLN 119,806,000)
compared to the value as at 31 December 2019, with-a@ment assets going up by PLN 261,220,000 and current
assets going down by PLN 141,414,000. Inqworent assets, an increase was recorded in property, plant and
equipment (+7.9%), rightb-use assets (+45.9%) as well as cash and cash equivalents (+5.7%). In current assets,
adrop was recorded in inventories1(3.3%) as well as cash and cash equivaleA@9%).

As at 31 December 2020 the ROA figure was 1.6%, while as at the end of 2019 it was 7.6%.

Equity and liabilities

The equity went up by 2.1%. It was an effect of the comprehensive income generated for 2020.

Provisions and liabilities went up by 5.1% compared to the value as at 31 December 2019, with current liabilities
going down by 4.5% (drop was recorded mainly in provisions for other liabilities and charges), andraon

liabilities going up by 10.7% (including primarily increase in liabilities regarding the deferred income tax, liabilities
on accountof the employee benefits and provisions for other liabilities and charges).

At 31 December 2020 a decrease in ROE was recorded (by 7.8 p.p.) compared to the end of 2019. The value of the
ratio as at 31 December 2020 was 2.2% compared to 10.0% as at 31 December 2019.
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Financial standing

Cash flow

LW Bogdanka S.A.
Cash flow
ot[ b Wnnng Q4 201¢ Q4 202( Chang: 201¢ 202( Changt
Cash flow from (used in) operating 206,54t 75,522 6349 699,93 45588t  -34.99
activities
Cash flow from (used in) investing 114,528 -169,91( 4849  -458,85.  -602,60 31.39
activities
CFFO* 92,02( -94,38¢ - 241,08  -146,72: -
Cash flow from (used in) financing 528 72¢ 38.19 -28,70¢ 3,39 -88.29
activities
*total cash flow from operating and investing activity

Analysis of Cash Flows

Castfiow from (useds |5 & I |

in) operatingactivities | 2 LIS NI Oe 2y $ 2

Castflow from (used 9 € R _

in) investingactivitesA Y g Sa e Og 2y Se

Caslflow from (used| g &

in) financingactivites| T Ay I ya2 6 Se

Mynn MWamn TWmAA wwmna 1 son HAN nmmn AQAA AYIAAN
m 2020 -7 2019 L 08 HAMK PLN '000
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In Q4 2020 the Company generated net cash flow from operating activities lower by 63.4% than in Q4
2019¢ in Q4 2020 it amounted to PLN 75,524,000 compared to PLN 206,545,000 a year before.

In 2020 the Company generated cash flow from operating activities in the amount of PLN
455,888,000-34.9% yly).

Cash flow from investing activities increased its value (in absolute values) in Q4 2020 by 48.4% (to PLN
169,910,000) relative to the analogous period of 2019. Cumulative for 12 months of 2020 cash flow
from investing activity was lower by 31.3% from cash flow from the analogous period last year.

In Q4 2020, the Company recorded negative cash flow from financing activities of PLN 729,000
(resulting from payments of liabilities under financial lease agreements). In the whole 2020,

the Companyalso generated negative cash flows from financing activities of PLN 3,396,000 (regarding
payments under financial lease agreements in the amount of PLN 3,396,000).
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Debt and liquidity ratios
LW Bogdanka S.A.

When discussing the consolidated results, the Company presents selected APM indicators, as in its opinion they are the source

of additional (with respect to data presented in the financial statements) and valuable information on financial and operating

allyRAYy3Is FyYyR YIS Al SraAaSNI G2 lylrteasS IyR

FaasSaa
presents these specific alternative measurements of results as they are standard indicators commonly used in finaneigl analys

iKS DNERdzLIQa

The selection of alternative measurements followed an analysis of their usefulness as far as providing investors with useful
information on financial standing, cash flows and financial efficiency is concerned, and the Company believes they allow the

achieved financial results to be well assessed.

Cash flow

wot[ b WYnnnd 31 Dec. 201 31 Dec. 202 Changt
Overall debt ratio 23.8Y 24.3% 0.5p.p
Ratio (debt plus employee liabilities)/EBITDA 0.2t 0.47 88.0%
Net debt ratio/EBITDA* -0.4¢ -0.4¢ -2.0%
Debt to equity ratio 31.2% 32.1% 09p.p
Fixed capital to_nortturre_nt assets ratio (nen 105.39 10059 48pp
current assets/fixed capital)

Current debt ratio o o ]
(current liabilities/equity and liabilities) 8.8 8.1% 0.7pp
Non-current debt ratio 15.09 16.2 1.2pp

(non-current liabilities/equity and liabilities)

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

31 Dec. 201 31 Dec. 202 Changt
Current liquidity ratio 2.1C 1.6¢€ -19.59
Quick liquidity ratio 1.81 1.4< -21.0¥

In the period covered by the financial statements, the liquidity ratios of the Company remained
at asafehigh level, and the Company is not having any difficulties in settling its liabilities.

63

NBadzZ & | OKASOSR RdzZNAYy 3 @I NR 2 dza
Overall debt ratio

The overall debt ratio as at 31 December 2020 went up by 0.5 p.p. compared to 31 December
2019 and was 24.3%ovalue of equity and liabilities increased in relation to liabilities mainly

due to retained profit

¢tKS tS@St 2F GKS /2YLIlyeQa RSodGa Fa G owm
/2YLI yeQa 2LISNIGA2y FyR AdGa FoAfAde G2 &asi
financial needs are subject to medidterm and longterm analyses in order to secure

liquidity and cash at proper levels.

Ratio debt plus employee liabilities/EBITDA

The ratio describing debt to EBITDA at the end of Q4 2020 increased by 88.0% to 0.47. When
comparing data as at 31 December 2020 to data as at 31 December 2019, a decrease was
recorded in EBITDA (cumulatively for the last four quarters), while to the level of debt grew.

Ratio net debt/EBITDA

The ratio describing net debt (i.e. the total interdstaring current and nowurrent liabilities

less cash and equivalents) to EBITDA remained at almost the same level as in the previous
year. Net debt went down by about PLN 150 million and amounted to-P1\million with
adecreasan EBITDA by about PLN 302 million (EBITDA calculated cumulatively for the last
four quarters).

Debt to equity ratio

Debt to equity ratio as at 31 December 2020 increased in relation to 31 December 2019 by 0.9
p.p. and was 32.1%iabilities went up by ca. PLN 51 million along with an increase in equity

by ca. PLN 68 million.

Fixed capital to norcurrent assets ratio

The fixed capital to noourrent assets ratio was 100.5% (as at 31 December 2020) compared
to 105.3% (as at 31 December 20&®) the analysed period the value of noarrent assets
increased by approx. PLN 261 million and fixed capitals (equity plusunent liabilities less
provisions), by approx. PLN 95 million.
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Financial standing
Turnoverrratios Inventoryturnover
The inventory turnover as at 31 December 2020 went up by 2 days to 22 days, compared
atLw Bogdan ka S.A. to 31 Decembe2019. Disposal of inventories takes on average 4 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 6la pm RIFea o6Fa i om 5505Y06SNI HnunoOZ
“t[b Wnnns 31Dec.201 31Dec.202  Chang intheNJ} GA20Q& OFtdS Aa FGONRGdzil 68 G2 | KAIKSNI L OSNI 35

average inventories . average level of the revenue.

days in the 18 27 22 20
1. Inventory turnover costs of goods, products an*  period e
materials sold Creditorspaymentrate

average receivables davs in the ¢KS ONBRAG2NBE LI &8YSyd NIdGS o60FtOdA I 6SR 2y GKS ol aAa

2. Debtors collection rate* yeriod 38 51 34.2y tALOAtAGASALy A G GKS SYyR 2F wnwuwn 326G f2y3aSNIoe o
revenue P asat the end of 2019. In the analysed period the Group had a lower average level of current trade
average liabilities ) liabilities (by approx. PLN 4 million) with lower costs of products, goods and materials sold
3. Creditors payment rate** = -cts of goods, products anX dag:rilcr)]dthe 6 [ 4.3% (byapprox L 73 miion)
materials sold
) Operatingcycle
4. Operating cycle 1+2 56 73 30.4% The operating cycle for current assets (a sum of inventory turnover and debtors collection rate)
) inthel yF f @aSR LISNA2R 320G t2y3SNI G2 10 RFE&ad hy | gSNF IS

5. Cash conversion cycle 4-3 -13 1 - assets are converted into cash.

* Tradeandother receivables

** Tradeand other liabilities

Cashconversioncycle
The consequence of the above trends, the cash conversion cycle as at 31 December 2020 was 1 day.
The positive value of the cash conversion cycle means that the Company does not use trade credit.
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Financial standing
Provisions of LW Bogdanka S.A. Place where impact of the change in provisions is recognised in the financial statements
Including:
Balancesheet provisions Chang
Change ¢ Changt . Chang _disclosed onl Amount Changt
. As at 31 Dec As at 31 Dec Change Ot b wnnnt provisions ir  disclosed j disclosed beIO\. n the balanc disclosed il disclosed onl
ot [b Wnnns 2019 2020 2020/2019 [ 202C operating the result o'sheet-increast Other in the balance
- operating in balance . )
activity activity-  sheet value ¢ Comprehensiv sheett use o
Employee provisions 187,23( 209,58( 11.909 (EBITD# interest property, plan Income  the provisior
Provision for real property tax 10,30¢ - -100.009 o and equipmen
Employee provisions 22,35( 41,22¢ 3,351 - 1,917 -24,15:
Provision for the mine closure costs and land reclamatio 171,63t 212,45¢ 23.809 o
Provision for real property tax -10,30¢ - - - - -10,30¢
Mining damage 2,14¢ 2,57¢ 20.00% i ;
Provision for the mine closure costs 40,821 6,00¢ 3.69¢ 3112 ) )
Other 12,20¢ 4,487 -63.209 and land reclamation
Total 383,52¢  429,10: 11900  Mining damage a3 1.871 ; ’ ) ~aal
Change in value of employee provisions and the provision of mine closure costs (Mine Closure Fund) Other -7 -7,09i . ) ) -624
from a change in actuarial assumptions and assumptions regarding the valuation of the provision for tt Total 45,57¢ 42,01 7,047 31,12 1,917 -36,52¢
Closure Fund (significant decrease in the discount rate). Provision for real property tax was settled in f
in 2020
Changen provisions Including:
Change . . . Chang
Ot[b Wnnns Change Change Q4 2020/ Change in Changein Change Change o Chang: Changt d|sc|§1zeg£2|r¥c:  Amount Chang,
Q42019 Q42020 Q42019 2019 2020 2020/2019 wt[b Wnnne provisions in Q disclosed il disclosed beIO\‘ sheet- increase disclosed il disclosed only i
2 ) the result of . Other  the balance
igi 0 4 0, operating operating " balancesheel Comprehensiv sheett use o
Employee provisions 18,04( 9,72¢ -46.19 25,49t 22,35( -12.3% activity (EBITD:_ . . °P ¢ value o P €
o activity - interest property, plan Income the provisior
Provision for real property tax -8,94¢  -10,76! 20.3¥ -31,12¢ -10,30¢ -66.9% and equipmen
Z;‘c’]"l'z:?d”r‘;f’crlg:r‘farggf closure cos 35 54, 18,76 4299 47.42¢  4082.  -13.99 Employee provisions 9,72¢ 12,63¢ 95¢ - -73¢ -3,131
Mining damage .34¢ 1.33¢ ) 103t 43¢ _ Provision for real property tax -10,761 - -45E - - -10,30¢
Provision for Social Insurance . ; : -
Inst\i/tlutlion (ZUS) (I:Iaim flgr acciden : } } 22 65¢ } 100.0y Provision for the mine closure 18,76: 3,501 1,062 14,19¢ - -
contributions ' ’ costs and land reclamation
Other 1€ 7558 6,302.59 3sC 7,721 - Mining damage 1,33¢ 1,871 : - : o3¢
Total 4147: 11511 7229 1845  4557¢ 1469y Other -7,55¢ *6,95¢ 194 - - -40¢
Total 11,511 11,06! 1,371 14,19¢ -73¢ -14,38(
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In Q4 2020 costs by type incurred by LW Bogdanka S.A. amounted to PLN 601,322, 1B8/000

yly), which means that they were lower by 3.7% than in Q4 2019.

Thedrop in costs in Q4 2020 was mainly due to lower value of outsourced services and other costs with
aconcurrentincrease in costs, taxes and charges.

The value of depreciation and amortisation went down by 4.1% (to PLN 94,40918@0jalue of natural
depreciation current assets fell (PE®N2 million) and depreciation of necurrent assets grew (PLN +4.1

Total cost of materials and energy consumption went down by 0.2% compared201Q4and totalled

PLN 134,967,000. In the period under analysis mainly the value of materials used droppeglZPLN
million) with the costs of energy consumption going up (PLN +6.0 nhillion

The value of outsourced services in Q4 2020 went down from PLN 130,6if9@02019 to PLN
122,914,000-6.9%). In the period under analysis, the Company recorded decreases in services related
to drilling and redevelopment of excavations (P1118.9 million), rail coal transport (PLN2 million) and

other outsourced services (PEN4 million). An increase was recorded in mining & drilling and excavation
works on working days and on Sundays and holidays (PLN +7.7 million), auxiliary works (PLN +4.9 million)
and repair services (PLN +1.0 million).

In Q4 2020, compared to Q4 2019, the value of employee benefits decreased by PLN 1,810,000. This is
aconsequencef a decrease in remunerations (P26 million)g some employees took advantage

of benefitsintroduced by virtue of provisions regarding the acriisis shield in relation to the pandemic.

At the same time, average employment y/y in LW Bogdanka S.A. increased by approx. 86 people.

The drop in entertainment and advertising costs in Q4 2020 compared to Q4 2019 is a result of lower
spending on advertising.

In the period under analysis, the value of taxes, fees and charges went up from PLN 7,099,000 in Q4 2019
to PLNL7,370,000n Q4 2020. This is a result of settlement of real property tax payable in relation with
the obtained decisions (settlement with a previously created provision, therefore the impact on the
financial result is insignificant).

In Q4 2020 value of other costs dropped by 97% and was PLN 606,00bhwiel@enalogous period

of 2019the figure was PLN 20,020,000). In December 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 [...]
recognised in Q4 2019 was to be settled over time through accruals and deferrals.

SANBOG2NEQ wWSLERNI 2y hLSN}IGAzya 2F [2
Financial standing
Costs of LW Bogdanka S.A.
Costs by type
Ot[ b Wnnnt Q4201¢ Q4202 Chang 201¢ 202C Chang Q42020
bSd LINRRdZOGAZ2Y oWnnn 2324 207/ -108% 9451 7,61z -19.5%
{1tSa woWnnn (2yySas 2,29¢ 1,97C  -14.3v 9,35¢ 7,67C  -18.0%
Depreciation/amortisation 98,427  94,40¢ -4.1%  382,86F 353,99( -7.5%
Materials and energy consumption 135,18: 134,96° -0.2% 515,70¢ 501,94( -2.7%
Outsourced services 130,67¢ 122,91« -5.9% 522,30¢ 462,01¢ -11.5% million).
Employee benefits 231,52: 229,71 -0.8% 648,85¢ 651,88¢ 0.5%
Entertainment and advertising costs 1,57¢ 1,342 -14.79 8,00z 7,804 -2.5%
Taxes, fees and charges 7,09¢  17,37C 14479  48,32¢  52,80: 9.3%
Other costs 20,02( 60€ -97.04 22,281 2,394 -89.3%
Total costs by type 624,50 601,32: -3.7% 2,148,34¢ 2,032,83: -5.4%
Cost of own work -81,911 -60,43¢ -26.2% -307,29¢ -279,95: -8.9%
Accruals and deferrals -75,61t  -76,14: 0.7% -9,031 1,104 -
Value of coal obtained from excavations -15,96¢  -14,36.  -10.0¥ -81,84¢ -55,071 -32.7%
oo aothrpesealn AUSITENS o g - S8 000
Total production cost 477,557 438,98 -8.1% 1,799,44: 1,708,76! -5.0%
Change in products -4,88¢ -21,43¢ 338.5% -15,33( 6,32¢ -
Costs of goods and materials sold 3,43¢ 2,55¢ -25.6¥ 17,20t 11,88¢ -30.9%
Own cost of sales, including: 476,09¢ 420,107 -11.8% 1,801,31¢ 1,726,97 -4.1%
Costs of products, goods and materials sold 433,61« 382,92¢ -11.7% 1,647,13. 1,574,21! -4.4%
Selling costs 9,70z 7,42¢  -23.4y 37,98 31,88t -16.1%
Administrative expenses 32,780 29,747 -9.3% 116,19¢ 120,87¢ 4.0%
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Costs of LW Bogdanka S.A.

Costs b e
y typ 2.6%

0,4%—\ I 0,1%

32,1%

Structure of costs
by typein 2020

24,7%

22,7%
0,
0.4% 2.3% 1.0%
30,29 _\ / 17,8%
. 0
Structure of costs
by typein 2019
24,0%
24,3%

= Amortisatiorl depreciation

Consumption of materials

" andenergy

= Qutsourcedservices

Employeebenefits

. Entertainment
andadvertisement

Taxesandcharges

‘Other )

~

Lo ¢

12afl de

2020
In 2020 costs by type incurred by LW Bogdanka S.A. amounted to PLN 2,032,834,000 i.e. less by 5.4% (PLN 115,512009) than in

Thedecreaseof costs noted in the analysed period was largely influenced by a decrease in outsourced services costs, depreciatiati@mortis

costs, costs of materials and energy consumptaorg other costs.

The value of depreciation and amortisation went down by 7.5% (to PLN 353,990tfi60)alue of depreciation of neaurrent assts fell (PLN
6.2 million) and so did natural depreciation (RRR.7 million) due to lower extraction and panel progress.

Total cost of materials and energy consumption went down by 2.7% compared to 2019, and totalled PLN 501,940,000.

In the period under analysis, less heading casing elements were useeb(Pihllion), the number of preinsulated pipes dropp@LN6.6
million), less conveyor tape was used (PEM1 million) and less parts to the JOY andting machine and ploughing complexre used (PLN
10.7 million).

At the same time the costs of electric energy were higher by 25.2% as compared to the previous year. It was a resaiea$amimnit price
by 34.3% with a concurrent drop of the volume used by 6.8%.

Compared to 2019, the value of outsourced services went down from PLN 522,308,000 to PLN 462;016500) (h the period ured analysis,
the highest decreases were recorded in the costs of:

drilling and redevelopment of existing excavations (FRA8\7 million),

work on Saturdays and Sundays (PL38 million),

transport services related to stone removal for land reclamation @BL6\million).

rail coal transport (PLM.6 million)

other services reclamation, lease of mining machinery (RBN million).

To B0 D= o Do

In 2020, compared to 2019, the value of employee benefits increased by PLN 3,030,000. In the period under analysisasceeasged
primarily in salaries (PLN +2.8 million as a result of higher average employment, negotiated rise in average pay) apddaPRiEe
(employee retirement plan) introduced in the Company in H2 2019 (base understated). In addition, in 2020, some employdearitage

of benefitsintroduced by virtue of provisions regarding the aatisis shield in relation to the pandemic (decrease of charges on thefplawB).

The value of entertainment and advertising costs remained virtually unchanged compared to 2019. Payments were made ageentieeat
aA0K DsNyAl _tOlylrzZ Fa ¢Stf a 2G0KSNJ aLl2Yya2NBRKALI | ANBBgétSy G a =
.1 connectionwith the new Company image policy.

The value of taxes, fees and charges paid in 2020 went up to PLN 52,802,000 from PLN 48,325,0qMhigt2gMalue of settlments of real
property tax (PLN +7.1 million), payments to the National Fund for the Disabled were higher (PLN +7.1 million), anddhseraice charge
dropped (PLN3.2 million).

The value of other costs decreased from PLN 22,281,000 (2019) to 2,394,000 (2020). In December 2019 a new insuranseagelicputavith
coverage of 18 months from the date of signing thereof (same as the previous policy), and therefore [...] recognised fiw@4 f0be settled
over time through accruals and deferrals.

The result of an adjustment of costs by type by change in inventory of products and accruals and deferrals, the valitéeesffacthe
/2YLIyeQa 26y ySSRa FyR GKS O2aia 2F 322R4& FyR Y|l GSNingba
PLN1,726,977,000. Comparing to the previous year, it is lower by 4.1%.

The changes presented in the group of costs by type had an slight impact on the change in the structure thereof. 2020gthvicaigpared
to the previous year) in the share of costs of materials and energy consumption (to 24.7%), employee benefits (to 32.1%), amdictaexeres
(to 2.6%). Concurrently drop was recorded in the share of amortisation / depreciation (to 17.4%), outsourced servicé®fem@dather costs
(to 0.1%). In the period under analysis, the share of entertainment and advertising has not changed.
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Financial standing

Costs of LW Bogdanka S.A.

Costs by function

7,0%

‘ Costs by function

The cost of own production sold (by function) in Q4 2020 amounted to PLN 420,103,000 while in the analogous period
of the previous year, it was PLN 476,096,000.

Own cost of production sold (by function) in 2020 was PLN 1,726,977,000 and was lower by 4.1% (PLN 74,339,000) than
the cost incurred in 2019.

Structure of costs

by functionin 2020

6,5%

wt[b WYnnne Q4 201! Q4 202 Changt 201¢ 202 Chang

Costs of products, goods and

. 433,61« 382,92¢ -11.79 1,647,13: 1,574,21! -4.49
materials sold
» Costf products,goodsaind materialssold R Selling costs 9,70z 7,42¢ -23.4y 37,98¢ 31,88¢ -16.1%
. Structure of costs . ) _
Sellingcosts N SRE B e by functionin 2019 Administrative expenses 32,78( 29,747 -9.3% 116,19¢ 120,87¢ 4.0y
Own cost of sales 476,09¢ 420,10 -11.8% 1,801,31t 1,726,97 -4.1%

® Administrativeexpenses

91,4%
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Other information with influence
on the financial standing
of the LW Bogdanka Group

Information on current and forecast economic and
financial position of the LW Bogdanka Group with

the assessment of financial resources management
The LW Bogdanka Group monitors on an ongoing
basis the level of costs, ratios and the value

of accumulatedcash. Current debt (a loan from the
Regional Environmental Protection Fund and Water
al yr3asSySyid ¥2NJ _tOlezall
held, guarantee the financing on an ongoing 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 LW Bogdanka Group 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 LW Bogdanka Group 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 LW Bogdanka Group
include mainly companies that provide services and
UPERipduats chracteritio foymipino sty
(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 December 2020, the value
of the turnover with any supplier did not exceed 10%
of the Group's total revenue.

Investments and capital investments of LW
Bogdanka Group

The value of cash held by the Group as at the end
of December2020 stood at PLN 383,201,000,

of which:

A PLN 141,591,000 disclosed in ramrent assets,

A PLN 241,610,000 is disclosed in current assets.
The amount of PLN 141,591,000 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 bank account or,
if only possible (due to historically low level

of interestrates)- in a bank deposit.

The amount of PLN 241,610,000 includes financial
resources (available cash) which, due to the current
market situation are, similar as above, held in bank
account or kept in shoriand mediumterm bank
deposits (including overnight depositsjhe amount

of deposited cash varies depending on internal
income and expenditure forecasts as well as the
availability of relevant solution in banks servicing the

Group companies. In accordance with the adopted
Strategy, the Group maintains the amount

of availablecash at the levels equal to at least the

value of average monthly sales revenue (1/12

of forecastannual sales revenue). The funds
accumulated at the Parent amount

toPLN358,373,000, while the funds accumulated

at subsidiariesamount to PLN 24,828,000 (primarily

iz _toOiléezall 9ySNEBSG&llo®

Assessment of factors and untypical events affecting
the operating profit

¢tKS /2YLIl yeQa
primarily a consequence of reduced demand for
thermal coal from the commercial power plants and
the heat sector, due to a warm and windy winter;
aswellas the economic downturn occurring

in consequencef the epidemic of SARSov2,
resulting in the COVHD9 disease, which developed
from the beginning of the year.

Problems caused by the virus epidemic (problems
with employees availability, reduced supplies,
materials availability, lower demand [including
decrease in electric energy consumption which

is followed by a lower demand for coal)] and the
protection measures taken for counteracting virus
infection, on one hand result in higher operating
costs and on the othet in reducing production and
reducing the economy of scale, which eventually
adversely affects the financial result of the Group.
In Q32020, apart from the abovementioned factors,
there were also geological and mining circumstances
which limited the assumed wall progress and
achieved yield levels, such as deforming pressure
increment causing limited capacity of longwall
workings.

These difficulties, combined with staff shortages
stemming from the growing number of COV1D
infections as well as the obligation to isolate
employees who had been in contact with infected
persons have resulted in significant limitation

of output and the necessity to update the production

69
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plan to 7.4 million tonnes (final annual extraction
exceeded 7.6 million tonnes, nevertheless this level
is lower than expected to be performed in standard
OANDdzvaidl yoSaz FyR
production capacity).

It shall, however, be emphasized that the Parent
believes these hindrances to be temporary.

In order to mitigate the negative influence
of coronaviruson its financial results, the Group took
a number of adjusting and optimizing actions.
Onesuchaction was the application filed by the

in OctoRer 020, with the ProvinFi |,Labour

2 LISNT G Ay 3 N%%fgde}it T

obé granted finanC|aIHsd1pHoﬂ from the
DdzZt N} yiSSR 9YLX2&SS
in orderto protect jobs (as part of AntCrisis Shield
4.0 relief package) in the total amount of PLN 33.7
million.
Further, in November 2020, the Parent filed
a supplementarymotion for additional financing
from GEBF for the purpose of job protection in the
amount of PLN 0.65 million.

Overview of significant offbalance sheet items

of the LW Bogdanka Group in subjective, objective
and value terms

In 2020 no material ofbalance sheet items occurred.
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Share capital and shareholding
structure of LW Bogdanka S.A.

Share capital structure

The Company's share capital amounts to PLN
170,067,950 and is divided into 34,013,590 shares
with a par value of PLN 5 per share.

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
introduced on 4 February 2013.
¢CKS /2YLl yeQa
As at the date of publishing this Report, the

remaining 135 shares are registered shares.

The total number of votes resulting from all of the
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 the Enea Group which
holds a majority block of shares which accounts for
66.0% of the shares in LW Bogdanka S.A.

(the majorityd K NEK2f RSNDa of 201
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

of pension and investment funds.

Treasury shares

In 2020 LW Bogdanka S.A. and subsidiaries of LW
Bogdanka S.A. did not acquire any treasury 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 2020 and the
whole 2020.

Ldzof AO Ft 2t

Shareholding structure
The graph below shows a shareholding structure
of the Company as at 24 March 2021

Shareholding of LW Bogdanka S.A.
as at 24 March 2021

{ Other |§j | «
34.0%

v 12 7

npp

Totalnumber
of votes cast

34,013,590

Enea
Group
66.0%*

G20l €t a

2T &Kl NBa

* Enea S.A. holds 64.6% of votes, and jointly
with its subsidiary, Enea Wytwarzanie, it holds 66.0%
of votes

Participationof the LWBogdankaSA.Q shares
inindices

The Company was first listed on the Warsaw Stock
exchange on 25 June 200®uring 2020,
LWBogdankes.A. made part of the following
indices

2F (0KS [?2

2 3RE Y

A WIGc includes all companies listed on the WSE
Main Market that meet the baseline criteria
of the participation in indices

A mWIGAQ; includes 40 mediursized companies
listed on the WSE Main Market (until 18
September 2020)

A mWIGS(; includes 80 smakize companies
listed on the WSE Main Market (from 21
September 2020)

aKENB&®, | p ps Nyyhalu@es édtnpanies classified

AyiG2 GKS daAiAyAiydaé &asSoiz
dS0G2N) g1 & awlg al uéNJ\

A WIGPolandc includes only the shares
of domesticcompanies listed on the WSE Main
Market that meet the baseline criteria
of participationin indices.

A Investor MS; Investor MS Index is an external
index calculated by the stock exchange
on commissiorof Investors TFI S.A.
Thefunctionality of the index is to assess
behaviour of share prices of companies with
medium and small market cap, which make
aninvestmentt NS 2F (KS
al 08 OK { LJ US {-en@lurd of top dzy’ R
25 small companies).

A WIG ESGincludes the largest WSE companies
from WIG20 and mWIG40, which conduct
socially responsible activity (until December
2020.

aLy9Sai

CIWIGET WIGLITET]

2.13%

HWIGT

2.13% 0.10%

WIG-GORNIG

1.0%

InvestorMS

WIGES WIE

0.11% 0.32% 0.09%
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Price performance of the shares
of LWBogdanka S.A. on the Warsaw

Stock Exchange 4000 CAn nn
35,00 opn nan
30,00 onn nn
25,00 Hpn nn
20,00 HAan nn
15,00 MpAa an
10,00 MAna nan
5,00 pn nnn
0,00 0
I' 1l nr \A V' VI VIl VI IX' X' Xr XIr
20 20 20 20 20 20 ' I 20 20 20 20
20 20
Tradeovers—ig—Closingprice TTYAt oAl
Key share indicators: 2018 201¢ 202C tyrteataqQ NBO2YYSYyRE
) ) Analvsts Price on th
Maximum price [PLN] 70.7 56.5 36.0 recomme¥1dation< Institution Recommendatio Target prict recommendatior
Minimum price [PLN] 45.2 32.3 14.8 ) date
Last price [PLN] 51.3 34.6 19.2 18 February IPOPEMA Securiti Sel PLN 19.0 PLN 25.3
Average price [PLN] 56.9 41.1 20.9 19 February Santande Sel PLN 25.0 PLN 21.4
Capitalisation at end of period [PLN million] 1,744.¢ 1,185. 653.1 24 February Erste Sel PLN 18.8 PLN 20.0
Book value [PLN million] 2,931.( 3,207.¢ 3,275.¢ 17 April Santande Sel PLN 14.0 PLN 20.0
Price/earnings ratio 33.8 3.9 9.3 28 April . h Buy PLN 35.0 PLN 20.5
Price/book value 0.6 0.4 0.2 30 April Noble Securitie Sel PLN 18.3 PLN 21.1
Rate of return at end of period [%] -23.2 -33.0 -45.8 22 May PKO Securitit Hold PLN 19.8 PLN 18.9
Dividend rate [%] - 2.1% - 20 November PKO Securitit Hold PLN 18,9 PLN 18,1
P @SN IS UdzNYy 2 OSNJI LIS N 720.€ 817.7 888.¢ 7 December h Sel PLN 10,0 PLN 19,3
i Z ’
Average volume per session 12,71 20,09 44,23( 8 December IPOPEMA Securiti Hold PLN 17,9 PLN 19,0
N f sh in fl . of sh 4,01 ( 4,01 ( 4,01 (
umber of shares in float [no. of shares} 34,013.59 34,013,59 34,013,59 11 December Noble Securitie Sel PLN 16,4 PLN 19.0
The above information is the summary of broker recommendation within the meaning of the Delegated Regulation
72 of the Commission (EU) 20161958 dated 9 March 2016
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Shareholding structure
Holdings of shares in LW Bogdanka Holdings of shares in LW BOGDANKA S.A. as well as shares in related undertakings of the Company*
{ ! & o e Y S Y 6 é NEA 2 F L] K S /| 2 Y LJ y @ Q& bythe management and supervision personnel of LW BOGDANKA S.A.:
governing bodies
MANAGEMENT BOARD
. " The number of the Par value of the share The number of the Par value of the share ~ Number of shares in
Sharesn related entities of the Company Name and surname Company shares (PLN) Company shares ad (PLN) subsidiary companies
Members of the Management Board and the as of 24 March 2021 25November2020
Supervisory Board of LW Bogdanka S.A. do not hold Artur Wasil 0 0 0 0
shares in the subsidiaries: Dari Kiewi
A tOlezall 9ySNESG&|l {Ld 1 2oz pPariusDumkiewicz 0 0 0 0
ﬁ EkoTRANS Bogdanka Sp. z 0.0. Artur Wasilewski 0 0 0 0
RG Bogdanka Sp. z 0.0.
A MR Bogdanka Sp. z 0.0. AdamPartyka 253 1,265 253 1,265 0
SUPERVISORY BOARD

Name and surname

Anna Chudek
Le2yl

Szymon Jankowski

D2ORSY

Dariusz Batyra

Number of the
[ 2YLI yeQa
24 March 2021

1,00C

o O o o

Number of the

/2YLI yeQa

Krzysztof Gigol

Marcin Jakubaszek

NI 2EAT w20yl 6
aiOKF O {G2L¥kN
DN S32N] 2N»0S
TOTAL

24 March 202
1,258

Par value of the share

Number of the

Par value of the share

EWN e oemberoozo
0 0 0
0 0 0
0 0 0
5,00C 1,00C 5,00C
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0

Par value of the shar

(PLN

6,26¢

The number of th
Company shares @t
25 November 202

Par value of the shar
(PLN

1,25¢ 6,26¢

Number of shares in
subsidiary companies

O O O O O o o o o

Number of shares
subsidiary companie

0

*As declaredby ManagemenBoardand SupervisornBoardMembersof the Issuer
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Dividendpolicy
of LW Bogdanka S.A.

Dividendpolicy

In the medium and long run, the Company wants
to remaina dividendpaying company, and the
Management Board of LW Bogdanka S.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 from profit in 20182020

Item

Net profit (separate) for the previous year [PLN

million]

Total dividend [PLN million]
Dividend per share [PLN]
Earnings/loss per share [PLN]
Dividend payment rate
Dividend rate

Dividend payment year
201¢ 201¢

673.2 51.6

- 255
- 0.75
19.8 15
- 49.4%
- 2.1%

202C
306.2
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Governing bodies of LW Bogdanka S.A.

Composition of the Management Board of LW Bogdanka S.A. as at 24 March 2021

Graduatedn 2002from the Facultyof Mining at the AGHUniversityof Scienceand Technologyn Krakow,with a degreein Mining and Geology specialisindn Mining
Geotechnicsln 2002he joined Lubelsk? t 3 BdgdanksSA. where he went throughthe levelsof professionakareerfrom atraineeto ateam foremanof extraction
brigade In 2012Mr Wasilstartedwork at PRQ.inter SA. where he performedthe role of Mining Director,andin 2014wasappointedto the positionof the President
Artur Wasil of the ManagementBoard Mr Artur Wasilalsoholdsa postgraduatediplomain EuropearProjectManagementand EULawobtainedat the Marie Curie{ {1 U2 R2 a1 |

- Universityin Lublin On21 March2018he took the position of the Presidentof the ManagementBoardof LWBogdankaSA.
President of the Management Board

Hegraduatedfrom the LublinUniversityof Technologyn 1998with a degreein Managementand Marketing In 2000he completedpostgraduatestudiesin Corporate
Financeand CapitalMarket. In 2003he graduatedwith a Masterof Businesd\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 SupervisoryBoardsof companiesIn 19982000 he workedasa financialanalystat a consultancyfirm DEMOSSp z 0.0., gainingexperiencen the scopeof analysis
and price estimationof enterprises,consultingimplementationsof efficiencysolutions,preparingprivatisationreports for the PolishMinistry of Treasury Since2000
Artur Wasilewski he hasbeenpart of LubelskP t 3 BGEDANKSBA. Within the Companyhe hasclimbedthe careerladderfrom FinancialAnalyst,Managerof Planningand Analysis
VicePresident of thevilanagement| to ChiefEconomistSince2013he servedasthe ControllingDirectorand in 2018 he took the position of Controllingand FinanceDirector. SinceOctober2018 Vice

Board Economi@nd Legal Affairs| Presidentof the ManagemenBoard,Economiand Financialffairsof LWBogdankeBA.

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 has completeda number of training
coursesn the followingfields audit, responsibilityand competenceof managemenpersonnel financefor managersaswell ascoursesfor membersof management
boardsand supervisoryboardsof companies He hasbeenrelated to LW Bogdankasince1985 FromJune2014 he held the position of the Deputy Chairmanof the
Adam Partyka a{ 2t A RIhdeépérdeniSélfGoverningTradeUnion Between2007 and 2014 he wasa shift foremanresponsiblefor electricalequipmentunderground Between
VicePresident of theManagement 2006and 2012he wasa memberof the SupervisoryBoardof LW BogdankeSA. On 1 April 2016he becameVicePresidentof the ManagementBoard,Employeeand
Board Employeeand Social Affaifs SocialAffairsat LWBogdankaSA.

Graduateof the Facultyof Lawand Administrationat the Marie CurieSklodowskaJniversityin Lublin,from which he graduatedin 2002with a degreein law. He has
alsocompletedpostgraduateprogrammein & t N2MasageinenandEU[ | d@rangedoy UMCSandthe LublinDevelopmentFoundation In 2018he completedhis
Master of BusinessAdministrationdegreeat the LublinUniversityof TechnologyMr DariuszDumkiewiczhas16 & S I vixakk €xperiencein leadingdevelopmentand
investmentprojects From2002to 2006 he was employedin 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 areaof Developmentof EasternPolandin the
. . . Ministry of Development In 2007 he was made Director of the Departmentof Strategyand Developmentin the a | NJ KOffitefofige Lublin Province He was
Dariusz Dumkiewicz responsiblefor negotiationswith the EuropeanCommissiorand financingstrategicinfrastructureinvestmentprojectsfor the province Since2008he wasa Member
VicePresident of the Management of the ManagementBoard,VicePresidentof consultingfirms that provide adviceto enterprises primarily in the energysector. In 2016 he took the position of Head
Board,Development of LublinBranchof PSGsp. z 0.0., the distributor of natural gasin the D 5 NJ/ ANafioded GazownictwoSA. Group Sincel5 October2018- VicePresidentof the
ManagementBoardresponsiblefor Developmeniat LWBogdankaSA.
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Governing bodies of LW Bogdanka S.A.

Composition of the Supervisory Board of LW Bogd&keasat 24 March 2021 _
Krzysztof Gigol

Member of the Supervisory Board

Dariusz Batyra aAOKFO {{2L%NT
Member of the Supervisory Member of the
Board Supervisory Board
Anna*Chudek
Chairmarof the
upervisoryBoard
Szymon Jankowski FPNIz2al w20yl galA
Secretary of the Member of the Supervisory
Supervisory Board Board
Marcin Jakubaszek L2yl D2OURSY
Deputy Chairman of the Member of the Supervisory Board

Supervisory Board

DNJ S32NJ 2N»06St
Member of the Supervisory
Board
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Composition of the Supervisory Board of LW Bogdanka S.A. as at 24 March 2021

Anna Chudek
She graduated in Law at the Faculty of Law and
Administration at the Marie Curig { U2 R2 a1 |
University in Lublin. She completed attorney training
at the Regional Court in Lublin.

She completed the following postgraduate studies:
European Project Management and EU Law at the
Marie Curie{ 1 O2R2 g4 |
Public Procurement at the University of Warsaw,
Company Law at the University of Warsaw.
Anna Chudek holds the title of attorney-law and
is enteredinto the Register of AttorneyAt-Law

of the Lublin Regional Bar Association.

Since 1993, she has been employed as attostey
tlrée 6AGK GKS [/ Ade
heads the Legal Office. She is also employed

by| 6 A ARG NA Ol D2 S NY 2aND &
law and legal services coordinator.

On 1 March 2007, Ms Chudek set up a private
practice, through which she provides services to local
government units, public administration offices,

and commercialcompanies, including from the

energy sector.

Between 2006 and 2009 she was a Member of the
Supervisory Board of Polskie Radio Regionalna
w21 3027 YAl awl RAZ2
to 25June 202@ the Chairwoman of the Supervisory
C2FENR 27

(L T 2020 Ay | 6ARYAL®
Lg2ylt D2ORSY
{KS A& | 3ANIRdz+r i8S 2F ¢KS

of Economicand Business. She received her Master
of Economics degree in 1991. She has been
amemberof Association of Chartered Certified
Accountants (ACCA) since 2001.

| 2 dzy OA €

t NI SRAAtOAZNRAGS 2

She is an experienced manager and boasts many
years of experience in finance and auditing. In 2991
1999 she worked in Ernst & Young and
PricewaterhouseCoopers auditing companies. In the
F2ift26Ay3 &@SINE Lg2y!I
of FinancialController or Finance Director

in companiesoperating in various areas, such

YA @S NE A &scopstructiopiadesxyyand power sector, as well as

expanded her professional experience and skill set
not only in finance, but also in process and employee
management.

She has been part of the ENEA Group since 2018
first as Controlling Director in ENEA Centrum Sp.
z0.0., then, since 2019, as Head of the Controlling
Departmeng far fhg BNEA Grgug. Shemvas @ Kgnber

of the Supervisory Board of ENEA Centrum Sp. z 0.0.
hfom kedrgary 2GR0 tp @ctpRendp2.a

Szymon Jankowski

Szymon Jankowski graduated from the Academy
of Economicdk y t 21 yI Z
of Economics), where he completed studies
in managemenand marketing at the Faculty
of Management He is also a graduate of pest

AN} RdzZr 6S addzRASa +d GKS

[ dzo f A y ¢ Df EboyloRiicsfi dbBiercial lawdzy/ viell as postm

INI RdzZh §S aiddzRASa G GKS
qualifications through training courses in corporate
governance and corporate financial analysis. He also
successfully completed a course for candidates for
tmembgrs Gk Supeyvisary Brakds i State Treasury
companies, and obtained the relevant diploma.
Szymon Jankowski has been present in the
professional power sector for more than 25 years.
Since 1999 until now, he has worked in various

D 2 U Rifergy, seSiceRnd iiTs&toreJié hadiskaey &

0 OdzNNB y (i t &is curgemtly dmployédyas UndeNEound @hief Mining

t2l yI 2

2 { .
rebefSbieBrdrgyesuices/ He fultieryidv@oped hi® / b

corporate governance positions within the ENEA
Group, recently as Manager of Corporate
Governance Division.

He has experience in supervising companies in the

in SupervisonBoards in such companies as Enea
Operator Sp. z 0.0., Enea Centrum Sp. z 0.0., BHU
{®! &3 9ySNHSGEll t2iylFz&all
z0.0., and ITSERWIS Sp. z 0.0. He has been the
Secretary at the Supervisory Board of LW Bogdanka
S.A. since February 2016.

Dariusz Batyra

Graduate of the Mining School Complex and the
alAyAy3a ¢SOKyAOlFt {OK22f A
asthe AGH University of Science and Technology

in Krakow with a degree in Mining and Geology,
specialising in Underground Mining.

He has been related to LW Bogdanka since 2001 and

t

ForemanDeputyManager of Mining Department
in the Nadrybie Field.
''YAGBSNEAGE

' VAGSNEAGE Ay t21ylF2
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Governing bodies of LW Bogdanka S.A.

Composition of the Supervisory Board of LW Bogdanka S.A. as at 24 March 2021

Krzysztof Gigol Marcin Tomasz Jakubaszek which was then followed by scientific work at the

Krzysztof Gigol graduated from the Management He graduated from the Faculty of Law and Mining Faculty of the AGH University of Science and
Faculty of Kozminski University in Warsaw. He also Administration of Warsaw University. He holds the Technology. In 1993 he also started to carry out

earned a postgraduate Master of Business title of attorney-at-law and is entered in the Register consulting activities focused on cooperation with
Administration degree, having completed the studies ~ of AttorneysAt-Law of the Warsaw Bar Association. industry. His career included such positions as an

at Warsaw School of Administration and Moreover, Marcin Kajubaszek graduated from the expert at the Provincial Mining Authority, consultant
Management with top grades. British Law School organised by Warsaw University to mining equipment manufacturers, as well as

He boasts many years of practical experience and Cambridge University. He boasts 24 years of job ~ mining works manager in domestic and international

in developingstrategies for sales and business experience. He has worked as lawyer with Amhurst projects (Germany, Czech Republic, Spain, Columbia,
growth, as well as in management of teamsinenergy . NB gy { LI | 202 @3 2 NR@& Za |Russia). 220038 0 i & O@ A O KJoYP of U 2 YWIRNT
and industrial sectors. He has successfully designed arAftt SNE /FYyFASERET 20 . 0AGTFA UKS2 {1 dEISWUOE 2NEIO] I NR R
new structures of organisations and implemented also served as liquidator in Polcel Sp. z 0.0.In 2005, { LI53 O1 I ! 1 O& 2 yKatowice.Ftorh 2013 ®! @
their restructuring processes. Since 2011, he has he started his own firm, Marcin Jakubaszek, he has been acting as a member of the Supervisory

been involved in heating plant upgrades, as well as Radcowie Prawni i Adwokaci. Since 2015, he has Board of L\Bogdankzs.A.

investments in cogeneration systems and renewable 0SSy I YIylF3IAy3a LINIYSNI G WHldolal §1 A 2allfyirlde
energy. He implements loAgrm projects in the Sp.k., providing legal advisory services. Heis Member D NJ S 3 2 NJ 2 Nk 0OSft

field of industrial power generation and of the Audit Committee of the PolisBanadian He is a graduate of administration at the Marie Curie

in companiesowned by local governments. Chamber of Commerce as well as Member of the {102R264a1l ! yAOBSNERAGE AY ]
Krzysztof Gigol has been a member of Management Audit Committee of The Sue Ryder Foundation. the Executive Master of Business Administration

Boards and held higlevel managerial posts postgraduate programme at the Warsaw

in powercompanies such as Gaspol Energy, Energia . | N;'j 2al w 2 é'y FgaiAa Management University.

t2tallz /23Sy 9YSNHeEZI | YR Guatddlthe AGA Ndivérsity of Science and His professional experience comes as a result

He is an expert in the field of energy efficiency and Technology in Krakow, with a degree of WgrkiAngin Puk}lic Utilities Department in Obsza}. .
independence, renewable energy sources and-low in EnvironmentaEngineering as well as Mining and DNJ S32NJ 2 NkOSt Kl a 0SSy
emission energy and heat generation. Geology. Commune Office since 2011. There he serves
Hisinvolvementin social matters includes He has been with LW Bogdanka for 14 years and asObsza&Commune Secretary as well as Deputy
cooperation with Forum Rozwoju Efektywnej Energii, is currentlyemployed as Manager of Mining Registrar of the Office of Vital Records in Obsza.

where he served as expert consultant, and PROZON 58I NIYSyid Ay GKS {GSFIl ys4n Zq;lﬁA@fbefca:me Q®m_g&lgrl@f th@quliquH{og'in
Foundation for the Protection of the Ozone Layer, HMSME. DNJ S32NJ 2 Nk OSt KSt R U

where he held the position of Deputy Chairman { dzLISNIBA&A2NE . 2FNR 27F a

of the Management Board. He authored numerous aAOKI O {{2L®N zood Ay %FY2io6e 1S Aa Q§
articles and publications on energy and the energy arAOKFD {G2LRN} 3INI Rdz G SR Hwpenysory Board of RCEkoenergia Sp. z 0.0.
security of Poland. the AGH University of Science and Technology, in CzechowicéDziedzice

where he completed studies at the Mining Faculty

with specialism in Underground Mining and obtained

the degree of Doctor of Engineering. He started his

professional career in mines in Poland and Norway,
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Event

In 2020n0o changeccurredin the ManagemenBoardof LWBogdankeSA.

Changes in the composition of the Supervisory Board

Date

29 July 2020

27 Augus®020

1 October 2020

14 October 2020

27 October 2020

Event

The Annual General Shareholders Meeting of LW Bogdanka S.A. adopted resolutions as
of which the Supervisory Board was appointed for the joint term of office of three years in
following composition:

Ms Izabela AntczaRogajczyk

Mr Dariusz Batyra

Ms Anna Chudek

Mr Szymon Jankowski

aNJ . I NI2al w20yl galA

aNJ aAOKIF O {(2LE&N

T>o T T o To T

The Extraordinary General Shareholders Meeting of LW Bogdanka S.A. appointed Mr Krz
Gigol and Mr Marcin Jakubaszek as members of the Supervisory Board.

¢KS aAyAadasSNI2F {GFGS 1aasSdta FLIWLRAYGSR a

Ms Izabela AntczaBogajczyk resigned from holding a position of member of the Supervisory
Board on 25 October 2020.

The Extraordinary General Shareholders Meeting of LW Bogdanka S.A. appointed Ms Iwc¢
D2ORSY & YSYOSNI 2F G(G(KS {dzZLISNBA&2NE . 21 DN
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Rules of appointment and
remuneration; salary levels at the
Management Board

Rules of appointment and description of powers
of the governing bodies of the Company
Detailed information can be found in Chapter 6.
Corporate Governance on pages83

Rules of remuneration of the Management Board

Members

The rules of remuneration of the members of the

Management Board of LW Bogdanka S.A. which

applied in 2020 were introduced by virtue of the

Resolutions of the Extraordinary General

Shareholders Meeting of LW Bogdanka S.A.

of 7 March2017 and 17 October 2019, and of the

Supervisory Board of the Company of 30 July 2018,

asamendedas well as the Remuneration policies for

the members of the supervisory body and

YIyF3asSySyid o2Re i

introduced on the basis of a resolution of the Annual

General Shareholders Meeting of the Company of 29

July 2020.

All members of the Management Board entered into

service agreementsmanagement contracts, referred

to in the Act on the rules for determining the
remuneration of persons managing certain companies

of 9 June 2016.

The management service agreements signed by the

Company stipulate that:

A during the term of the Service Agreement,
Members of the Management Board are entitled
to a fixed monthly salary and variable salary,
6SAy3 FRRAGAZYL
financial year;

A in return for compliance with the nenompete
obligations during the nowompete period,
Members of the Management Board are entitled
to compensation in the total amount equal to 0.5
of their fixed monthly salary multiplied by 6;

A if the Agreement is terminated, a Member of the
Management Board is obliged to pass his or her

[ dzo St a1 A

NB Y dzy S NMdhdgenyent Echthakt.i K S

duties onto an authorised person(s) including
aduty to appear in person on request of the
Company, make requested explanations, provide
information, documents and objects related

to Agreementperformance in a reliable manner.

A The Members of the Management Board are

entitled to a severance pay in the amount of the
three-fold monthly remuneration on condition
that the Member of the Management Board
holds their function for a period of at least 12
months prior to termination of the Agreement
except for the following situations:
v The Agreement is terminated, dissolved
or amendedas a result of change of the
function held by the Member of the
Management Board in the Management Board,
v The Agreement is terminated, dissolved
or amendedas a result of appointment of the
Member of the Management Board for the
next term of office,
v The Manager assumes the position
of amemberof the Management Board
3nta grduScompar®, dvithin yhé meaning! ®© =
of Article4.14 of the Act on the protection
of competitionand consumers of 16 February
2007.
Vv Resignation from the function held.

In the event of violation of the nenompete
obligation by members of the Management Board,
they lose the right to receive any further instalments
of the compensation and are obliged to pay
liquidated damages to the Company.

All executive personnel have taken out, at their own
expense, thirgparty liability insurance in case of non
performance or improper performance of the

[ 2YLI yeQa

parts: fixed remuneration, variable part of the
remuneration (bonus paid out depending on the level
of performance of the annual target), severance pay,
non-competition compensation.

The term of office Total
Name and surnam in the Management remuneration

Board in 2020 [PLN]
) 1 Januang
Artur Wasil 31 December PLN 901,680.0
1 January
Adam Partyka 31 December PLN 728,280.0
Artur Wasilewski LJanuang o\ 780,300.0
31 December
1 January

Dariusz Dumkiewic PLN 728,280.0

31 December

In 2020, on the basis of resolutions taken with respect
to the performance of Management Goals and
determining the amount of Variable Remuneration

for 2019, the following amounts of the annual bonus
were paid out:

Annual bonus
for 2019 (paid in 202(
PLN 277,680.C
PLN 224,280.C
PLN 240,300.C
PLN 224,280.(

Name and surnam

Artur Wasil

Adam Partyka

Artur Wasilewski
Dariusz Dumkiewicz

LY HAHN Y2
Management Board received any nonmpetition
compensation or severance pay.

Depending on the assumed levels of Key Performance

Indicators (KPIjnembers of the Management Board

may be awarded an annual bonus amounting to 50%
of the basic salary received in the given year (variable

remuneration).
The total annual remuneration of Members of the
Management Board at LW Bogdanka S.A.

aspresentedin the table below are composed of four81

{0 @

FYyR

Remunerationof individual Members of the
Management Board paid in 2020

The total gross remuneration paid to the Members
(present and former) of the Management Board

in 2020amounted to PLN 3,138,500, which represents
a yly decrease of 17.4% (in 2019 PLN 3,799,400 was
paid). For fulfilling their duties in the Company,

the Membersof the Management Board received
remuneration under a Service Agreement.

In 2020, Members of the Management Board of the
Company did not receive remuneration for holding
functions in the subsidiaries of LBb6gdanka S.A.

DNR&& NBYdzy SN GAz2zy LI AR (2
in 2020amounted to PLN 2,622,000. For fulfilling their
duties for the Company, proxies received

remuneration under an Employment Contract only.

Remuneration of individual members of the
/2YLIl yeQa alyl3asSySyd .21
on accountof employment contracts

The Members of the Management Board are
employed under management service agreements.

NR

Changes in the rules of remuneration after
31 December2020

There were no changes in the rules of remuneration
after 31 December 2020. A detailed report

on remunerationswill be prepared on the basis

of Article 90g.1 of the Act on Public Offering for 2619
2020 by the Supervisory Boaaddpresented for the

F2N¥SNJ YSY0O SNJI 2dpinidh Kf$he Gehefdl BhyréhQlders Meeting.
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Rules of appointment and
remuneration; salary levels at the
Supervisory Board

wdzf S &
Board
Members of the Supervisory Board shall be entitled

to monthly remuneration in the amount defined

by the General Shareholders Meeting. The Company
shall cover the costs incurred by the members of the
Supervisory Board in connection with the

performance of their duties, and in particular the
Oz2ada 27 (NI @St G2 Gr1S
meetings, board and accommodation, as well as costs
incurred in connection with exercising individual
supervision.

2F NBYdzySNIdAz2zy 27

The remuneration of Supervisory Board members
delegated to temporarily perform the duties

of aManagementBoard member shall be defined
by the Supervisory Board by way of a resolution.

If a Supervisory Board member delegated

to temporarilyperform the duties of a Management
Board member receives the aforementioned
remuneration, such Supervisory Board member shall
not be entitled to remuneration for that period

in respectof his/her Supervisory Board membership.

Remuneration of the Supervisory Board members

was:

A defined by virtue of Resolution No. 5 of the
Extraordinary General Shareholders Meeting
of 7 March2017;

A amended by virtue of Resolution No. 30 of the
Annual General Shareholders Meeting of 26 June
2017,

A and Resolution No. 4 of the Extraordinary
General Shareholders Meeting of 17 October

{idated 9/JunerA01L6ywithtisie afcdani$akeld of the NE

LI

Amountof remuneration of individual members

of the Supervisory Board paid out in 2020

In 2020 a total gross remuneration paid to the
Supervisory Board Members for performing their
duties in the Company amounted to PLN 490,900,

20109.
In accordance with the adopted resolutions monthly
remuneration of the members of the Supervisory
Board is a product of the calculation basis referred
to in the Act on the rules for determining the
remuneration of persons managing certain companies
497,500 was paid), including:
applicable detailed provisions of law having impact
on the amount thereof, and the following multiplier:
a. for chairman of the Supervisory Board.2
b.  for the remaining members of the Supervisory

Boardg 1.2

Members of the Supervisory Board holding offices
as at the day of publication of the Report:

. . ) The term of office in the
Moreover, in relation to the Enea Group regulations, Name and surname

tidieprasgntafivegldlielBded @roup in the2 I NR Q
Supervisory Board of the Company are not entitled

to remuneration Anna Chudek

In 2020 no changes were introduced to the basis Marcin Jakubaszek
of calculationof LW Bogdanka S.A. Supervisory Board Szymon Jankowski
YSYOSNARQ NBYdzySNI A2y X 4K
introduction of the Act on specific solutions serving

30Julyg 31 December
27 Augustg 31 December
1 January, 31 December

Dariusz Batyra 30July¢ 31 December

the implementation of the budget act for 2020, dated ~ Krzysztof Gigol 27 August 31 December
13 February 2020 (Article 31). L2yl D2 OR 27 October 31 December
Additionally, the Annual General Shareholders a ’t“h zal W2 30Julyc 31December

Meeting of the Company by virtue of its Resolution aAOKIFO {u2 1January31December

of 29 July 2020, adopted Remuneration policies for DNJ §32NJ 2 1Octoberc 31 December

{0 @

Otherbenefits and sources of remuneration

In 2020 Members of the Management Board and the
Supervisory Board of LW 