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Section I: General Information on the Company

1. Incorporation

Polskie Goérnictwo Naftowe i Gazownictwo Spétka Akwy (PGNIG S.A.), with its registered office
in Warsaw, ul. Marcina Kasprzaka 25, was incormmahrough transformation of the state-owned
enterprise Polskie Gérnictwo Naftowe i Gazownicintm a state-owned stock company. The Deed of
Transformation, together with the Company’s Artictdf Association, were executed in the form of a
notarial deed (No. A 18871/96 in the Register ofd¥ial Deeds) on October 21st 1996.

On October 30th 1996, the Company was entered énctimmercial register under the name of
Polskie Gornictwo Naftowe i Gazownictwo S.A. of Waw, under No. RHB 48382. As of the date of
entry in the commercial register, the Company becartegal entity. On November 14th 2001, it was
entered into the register of entrepreneurs of thitdNal Court Register under No. 0000059492.

Currently, the share capital of PGNIG S.A. amouat®LN 5.9bn and is divided into 5,900,000,000
shares with a par value of PLN 1 per share.

The Company floated its shares on the Warsaw Stockange on September 23rd 2005. PGNIiG
shares have been listed on the Warsaw Stock Exelsange October 20th 2005.

PGNIG S.A. is the largest entity on the Polish me#skof natural gas exploration, production and
trade. PGNIG S.A. is the leader in all areas of Rlodish gas industry; natural gas imports, deposit
exploration, oil and gas production, storage offgats, and sale of natural gas.

2. Organisational structure of PGNIG S.A.

On January 15th 2013, the business names of sixrgdisig units of PGNIG S.A. were changed to
Trading Branch in Wroctaw, Trading Branch in Zabrgeading Branch in Tarnéw, Trading Branch in
Warsaw, Trading Branch in Giask, and Trading Branch in Pozna

On April 9th 2013 the Mogilno Underground Gas Sger&avern Facility Branch in Rdkie Dolne

was established. The formation of a new branchavpart of the process of reorganising the storage
operations at the PGNIG Group, aimed at streanginjperations by transferring the storage assets, as
well as the technical and management competenciketed to storage, to Operator Systemu
Magazynowania Sp. z 0.0.

On May 27th 2013, the Wholesale Trading Branch iar88w was established to manage the
organisation, supervision and execution of the edalle of natural gas, electricity and related pectslu
within the PGNIG Group.

PGNIG S.A. has a multi-branch structure, which taduae 30th 2013 comprised the Head Office and
17 branches. The table below presents the busiaege of PGNIG S.A.'s organisational units.

Page 4 of 49



Directors’ Report on operations of PGNiG SA in Hi13

Business range of PGNIG S.A.’s organisational units

Organisational unit Business range
Head Office Supervision of the operations of the Company'’s thas
in Warsaw Owner’s supervision of the operations of the PGRiGup

Geology and Hydrocarbon | Management and coordination of exploration for pratiuction of
Production Branch in Warsawnatural gas and crude oil
Production of natural gas and crude oil

Sanok Branch Direct sale of off-system natural gas and otherdpets and
services
Production of natural gas and crude oil

Zielona Gora Branch Direct sale of off-system natural gas and otherdpets and
services

Odolanéw Branch Processing of nitrogen-rich natgaal into high-methane gas

Operator Branch Exploration for and production of hydrocarbonsiggehce areas in

in Pakistan Pakistan

: Exploration for and production of hydrocarbonsigehce areas in

Branch in Egypt Eqypt

Branch in Denmark Exploration for and production of hydrocarbonsiggehce areas in
Denmark

Mogilno Underground Gas
Storage  Cavern  FacilityDevelopment and maintenance of operations of thegilk
Branch Underground Gas Storage Cavern Facility

in Pakdzie Dolne

Well Mining Rescue Statio
in Krakow

Wholesale Trading Branch
in Warsaw

Trading Branch in Wroctaw

" Provision of rescue services to the petroleum etitna industry

Trade in natural gas, electricity and related potsiu

Trading Branch in Zabrze

Trading Branch in Tarnéw Comprehensive customer service related to salatofal gas and
other products and services

Trading Branch in Warsaw

Trading Branch in Gdssk

Trading Branch in Pozmna

Central Measurement andProvision of services ensuring the accuracy andhbidity of
Testing Laboratory in Warsawmeasurements related to natural gas

As at June 30th 2013, PGNIG SA operated foreigressmtative offices in Moscow (Russia),
Brussels (Belgium), Kiev (Ukraine) and Vysokoye kiBas).
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3. Structure of the PGNIG Group
As at June 30th 2013, the Group comprised PGNiIGt8& Parent), and 34 production and service

companies, including:
25 direct subsidiaries of PGNIG SA
9 indirect subsidiaries of PGNIG SA.

The list of the PGNIG Group companies as at Jutie 3013 is presented in the table below.

Companies of the PGNiIG Group

: Value of shares _Ownershlp % of total
Share capital . interest held
Name (PLN) held by PGNIG by PGNIG vote r_leld by
SA (PLN) SA PGNIG SA
Direct subsidiaries of PGNIG SA — first tier

1| Exalo Drilling S.A. 981,500,000.00 981,500,000.00 100.00% 100.00%

2| GEOFIZYKA Krakow S.A. 64,400,000.00 64,400,000.00 100.00% 100.00%

3| GEOFIZYKA Torua S.A. 66,000,000.00 66,000,000.00 100.00% 100.00%

4| PGNIG Upstream International AS (NOK) 1,092,000,000.00 1,092,000,000.00 100.00% 100.00%

5 fé’L'J'g;l) Ol and Gas Company - Libya BV. 54 509 gg 20,00000  100.00%  100.00%

6| PGNIG Sales & Trading GmbH (EUR) 10,000,000.00  10,000,000.00 100.00% 100.00%

7 | Operator Systemu Magazynowania Sp. z 0.0. 5,000M000 5,000,000.00 100.00% 100.00%

8 | INVESTGAS S.A. 502,250.00 502,250.00 100.00% 100.00%

9| Dolnacslaska Spotka Gazownictwa Sp. z 0.0. 658,384,000.0858,384,000.00 100.00% 100.00%

10| Gornalaska Spotka Gazownictwa Sp. z 0.0. 1,300,338,000.0(300,338,000.00 100.00% 100.00%
11| Karpacka Spoétka Gazownictwa Sp. z 0.0. 1,484,9%8000 1,484,953,000.00 100.00% 100.00%
12| Mazowiecka Spétka Gazownictwa Sp. z 0.0. 1,255@mmO0| 1,255,800,000.00 100.00% 100.00%
13| Pomorska Spotka Gazownictwa Sp. z 0.0. 655,1990000. 655,199,000.00 100.00% 100.00%
14| Wielkopolska Spétka Gazownictwa Sp. z 0.0. 1,033,080.00 1,033,186,000.00 100.00% 100.00%
15 g‘f‘s";‘f: SA., which has been classified as held gg 139 009000 86,139,000.00  100.00%  100.00%
16| PGNIG Energia S.A. 41,000,000.00 41,000,000.00 100.00% 100.00%
17| PGNIG Technologie S.A. 182,127,240/00 182,127,240.00 100.00% 100.00%
1g BUD-GAZ PPUH Sp. z 0.0. w likwidacji (in 51,760.00 51,760.00  100.00%  100.00%

liquidation)

19| Polskie Elektrownie Gazowe Sp. z 0.0. 1,212,000.00 1,212,000.0( 100.00% 100.00%
20| PGNIG TERMIKA S.A. 650,000,000.00 650,000,000.00 100.00% 100.00%
21| PGNIG Finance AB (SERK) 500,000.0C 500,000.00 100.00% 100.00%
22| PGNIG Serwis Sp. z 0.0. 9,995,000/00 9,995,000.00 100.00% 100.00%
23| PGNIG SPV 4 Sp. z 0.0. 9,995,000,00 9,995,000.0( 100.00% 100.00%
24| BSiPG Gazoprojekt S.A. 4,000,000.00 900,000.00 22.50% 22.50%
25| NYSAGAZ Sp. z 0.0. 9,881,000.00 6,549,000.00 66.28% 66.28%
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Companies of the PGNIG Group (cont.)

Value of shares ir?t\évrgitcsﬁgl) d % of total

. —— : . Share capital held by PGNIiG . vote held by
Direct subsidiaries of PGNIG SA — second tier (PLN) G alsele e by SP,SL\“G PGNIG SA's
(PLN) subsidiaries subsidiaries
Powisle Park Sp. z 0.0. 81,131,000.0( 81,131,000.00 100.00% 100.00%
ﬁéﬁ?;;t?(‘)’;';'a Ostrowiec Sp. z 0.0. wlikwidacji (in 65 555 og 165,000.00  100.00%  100.00%
XOOL GmbH (EURY 500,000.00 500,000.00 100.00% 100.00%
Oil Tech International F.Z.E. (USB) 20,000.00 20,000.00 100.00% 100.00%
Zaktad Gospodarki Mieszkaniowej Sp. z 0.0. 1,806,680 1,806,500.00 100.00% 100.00%
Poltava Services LLC (EUR) 20,000.00 19,800.00 99.00% 99.00%

Osrodek Badawczo - Rozwojowy Gornictwa o o
Surowcéw Chemicznych CHEMKOP Sp. 7 0.0, 3,000,000.00 2,565,350.00 85.51% 85.51%
GAZ Sp. z 0.0. 300,000.00 240,000.00 80.00% 80.00%
PT Geofizyka Torun Indonesia LLC w |IkWIdaCjI8’7731000,000.00 4.825.150,000.00 55.00% 55.00%

(in liquidation) (IDR}

Dn foreign currencies.

2 PGNIG SA is entitled to appoint the majority oftbompany's Supervisory Board members.
Also, PGNIG SA holds a 52.50% indirect interesthia company through PGNIG Technologie S.A.
¥ Paid-up capital: USD 40,687.13.

Changes in the PGNIG Group’s structure in H1 2013:

On January 2nd 2013, the Extraordinary General iMgetf BUD-GAZ PPUH Sp. z o.0. resolved
to wind up the company and commence the liquidgtiacess.

On January 25th 2013, the Extraordinary Generaltiig®f PGNiG Poszukiwania S.A. resolved
to amend the company's Articles of Association lhgnging the company name to Exalo Drilling
S.A. The amendment was registered with the NatiGoairt Register on February 6th 2013.

On February 1st 2013, the merger of PGNIG Poszukav&.A. (now Exalo Drilling S.A.) with
PNIG Krakéw S.A., PNiG NAFTA S.A., PNIiG Jasto S./eN Diament Sp. z o0.0. and ZRG
Krosno Sp. z 0.0. was registered with the Nati@wmirt Register.

On March 27th 2013, the General Meeting of PGNiGwy AS resolved to amend the
company’s Articles of Association by changing thempany name to PGNIiG Upstream
International AS; the change of company name wgistexred on May 23rd 2013.

On April 15th 2013, INVESTGAS S.A. acquired 307 dsain Grodek Badawczo-Rozwojowy
Gornictwa Surowcéw Chemicznych CHEMKOP Sp. z oldVESTGAS S.A.'s interest in the
company's share capital increased from 85% to 86.51

On May 14th 2013, the General Meeting of Biogaz@av@strowiec Sp. z 0.0. resolved to wind
up the company and commence the liquidation prodbsschanges were registered with the
National Court Register on July 29th 2013.

Changes in the Group companies' share capital iBGHB:

Registration of share capital increase at Biogazav@strowiec Sp. z 0.0. by PLN 60,000, to

PLN 165,000, by way of an issue of 1,200 new shasdsa par value of PLN 50 per share; the
new shares were acquired by PGNIiG Energia S.A.ctingpany's sole shareholder, and paid for
with cash;

Increase in the share capital of PGNIG SPV 4 Sp.oz by PLN 990,000, to PLN 995,000, by

way of an issue of 19,800 new shares with a pamevaf PLN 50 per share, which were

subscribed for by PGNIG SA and fully paid for withsh; the increase was registered with the
National Court Register on March 6th 2013;
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Increase in the share capital of PGNIiG TERMIKA SBy PLN 33,984,000, to PLN
896,300,000, by way of an issue of 3,398,400 Selieshares; all new issue shares were
subscribed for by PGNIiG SA; PGNIG SA's interestha company's share capital increased to
72.52%; the increase was registered with the NakiGourt Register on March 22nd 2013;
Reduction of the share capital of PGNIiG TERMIKA S.By PLN 246,300,000, to PLN
650,000,000, by way of retirement of all of the gamy's 24,630,000 treasury shares without
consideration (i.e. 24,629,609 shares in respeathath the company did not exercise the voting
rights, and 391 shares acquired from non-contllghareholders under Art. 418 of the
Commercial Companies Code); PGNiG SA holds 100%rést in PGNIiG TERMIKA S.A's
share capital and voting rights; the reduction veggstered with the National Court Register on
May 27th 2013; the court also registered PGNIG S£ha sole shareholder in the company;
Increase in the share capital of PGNIG Technologid. by PLN 15,213,240, to PLN
182,127,240; all of the new shares were subsciitletly PGNIG SA and fully paid for with a
non-cash contribution in the form of 21,000 shaneB.S.i P.G. Gazoprojekt S.A.; PGNIG SA's
direct interest in the share capital of B.S.i PGazoprojekt S.A. was reduced to 22.50%, while
its indirect interest through PGNIG Technologie Ss252.50%; the changes were registered with
the National Court Register on June 21st 2013.

Changes subsequent to the end of the reportingderi

The following changes in the Group’s structure ocedi subsequent to the end of the reporting period:

The merger, pursuant to Art. 492.1.1 of the Comméf@ompanies Code, of PGNIG SPV 4 Sp. z
0.0. (acquiring company) with six Gas Distributidompanies (target companies), being
Mazowiecka Spoétka Gazownictwa Sp. z 0.0., Wielkegal Spotka Gazownictwa Sp. z o0.0.,
Karpacka Spoétka Gazownictwa Sp. z 0.0., Pomorskék8gsazownictwa Sp. z 0.0., Doklaska
Spotka Gazownictwa Sp. z 0.0. and Gétaska Spotka Gazownictwa Sp. z 0.0.; as a result, the
share capital of PGNIiG SPV 4 Sp. z o.0. was ineeadsy PLN 10,453,211,550, to PLN
10,454,206,550; the merger and the share capitedase were registered with the National Court
Register on July 1st 2013;

The merger, pursuant to Art. 492.1.1 of the Commé&ompanies Code, of Operator Systemu
Magazynowania Sp. z 0.0. (acquiring company) WNNESTGAS S.A. (target company); as a
result, the share capital of Operator Systemu Magazania Sp. z 0.0. was increased by PLN
10,290,000, to PLN 15,290,000; the merger and hlaeescapital increase were registered with the
National Court Register on July 1st 2013;

The merger, pursuant to Art. 492.1.1 of the Commér€ompanies Code, of PGNIG SA
(acquiring company) with PGNIG Energia S.A. (targetmpany) without share capital increase;
the merger was registered with the National Coedi&er on July 23rd 2013.

The chart below presents the consolidated compafidse PGNIG Group as at June 30th 2013, by
segments.
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4. Employment
The table below presents employment at the PGNiGufras at June 30th 2013, by segments.
Employment at the PGNIG Head Office is presentetiénTrade and Storage segment.

Workforce by segments (no. of staff)

Jun 30 2013
Exploration and Production 4,194
Trade and Storage 3,803
Other Activities 39
Total 8,036

Compared with December 31st 2012, the number of@maps at PGNIG SA decreased by 704. The
change is mainly attributable to the launch in HA2 of the voluntary termination programme for
Company employees. Most of the employees who fatied in the voluntary termination
programme terminated their employment contract eftect as of December 31st 2012.

Since January 2009, the Group has operated therdemoge for Workforce Streamlining and
Redundancy Payments to the Employees of the PGNdapSor 2009-2011 (Stage 3). The term of
the Programme has been extended for another calgeaia The Programme is operated on a stand-by
basis. It may be implemented in extraordinary aitstances and requires all the companies to follow
a procedure which is uniform across the Group.

In H1 2013, the Programme covered 138 former eng@syof PGNIG Technologie SA. One-off

redundancy payments for the terminated employeese ieanced with PGNIG SA's Central
Restructuring Fund reserve.
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5. Sales and production
In H1 2013, the PGNIG Group recorded revenue of AANbn, 90% of which was derived from
sales of natural gas.

Revenue (PLNm)

Natural gas, including: 12,741
- high-methane gas 11,964
- nitrogen-rich gas 77
Crude oil 948
Condensate 3
Helium 92
Propane-butane 32
Electricity 4
Other sales 375

In H1 2013, PGNIG SA sold 8.1bcm of natural gaswbfch 95% were sales from the transmission
and distribution systems and the balance — direstsgles from the fields.

Natural gas sales volume (mjm

Trade and Storage 7,729.

Exploration and Production 369.8

In H1 2013, PGNIG SA produced a total of 2.1bcmatural gas, measured as high-methane gas
equivalent.

Natural gas production volume (mcm)

Poland 2,116.
Abroad 0.9
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Section II: Company's Governing Bodies

1. Management Board
As at January 1st 2013, the composition of the FEIGManagement Board was as follows:

»  Grazyna Piotrowska-Oliwa — CEO and President of thedfgement Board
* Radostaw Dudziski — Vice-President, Trade

e Slawomir Hinc — Vice-President, Finance

* Mirostaw Szkatuba — Vice-President, Procuremexit 1.

On January 22nd 2013, Mr Stawomir Hinc tendered reisignation from the position of Vice-
President of the PGNIiG SA's Management Board foakge, with effect as of March 31st 2013. The
reason of the resignation was his appointment esid&mt (CEO) of PGNIG Norway AS (now PGNIG
Upstream International AS).

On February 27th 2013, the PGNIG Supervisory Bag@mbinted, with effect as of April 1st 2013, Mr

Krzysztof Bocian to the position of Vice-Presideritthe Management Board for Exploration and
Production, and Mr Jacek Murawski to the positidrvize-President of the Management Board and
Chief Financial Officer, for the joint term of off expiring on March 13th 2014.

On March 30th 2013, the PGNiG Management Board watified that Mr Krzysztof Bocian
submitted a declaration to avoid legal effects afeptance of the position of Vice-President of the
PGNIiG Management Board for Exploration & Productids a result, Mr Krzysztof Bocian could not
take the position. On April 2nd 2013, the PGNIG &uwpsory Board rescinded the resolution to
appoint Vice-President of the PGNIG Management 8dar Exploration & Production.

On April 29th 2013 the PGNIG Supervisory Board regbMs Grayna Piotrowska-Oliwa, CEO and
President of the Management Board, and Mr RadoBtasalzinski, Vice-President of the Management
Board for Trade, from the PGNIiG Management Boam tweir positions. The reason of the removal
was loss of trust and confidence of the PGNiIG Stpery Board towards these members of the
Management Board. At the same time, the PGNIG Sigmy Board delegated Mr Mirostaw
Szkatuba, Vice-President of the Management Boardpordinate the Management Board's work until
appointment of the new President.

On May 6th 2013 the PGNIG Supervisory Board irgtiathe qualification process for the positions of
President of the Management Board and Vice-Presafdhe Management Board for Trade.

On June 11th 2013 the PGNIG Supervisory Board aywediMr Jerzy Kurella as Vice-President of
PGNIG Management Board for Trade, with effect aslafie 14th 2013, for a joint term of office

expiring on March 13th 2014. The PGNIG Superviddoard also resolved to close the qualification
procedure for the position of President of the PGNianagement Board without electing a candidate.

As at June 30th 2013, the composition of the PGM&Bagement Board was as follows:

 Mirostaw Szkatuba — Vice-President
e Jacek Murawski — Vice-President, Finance
e Jerzy Kurella — Vice-President, Trade.
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Division of responsibilities within the Managemé&dard

In H1 2013, two resolutions provided for the digisi of responsibilities within the PGNIG
Management Board.

Pursuant to the resolution of the PGNIG SupervisBoard on the division of powers between
members of the Management Board, dated SeptembefQ62:

e The President of the Management Board was resgderfsibmanagement of the PGNiIG Group
and supervision of human resources, strategy, riagkand communication, audit and internal
control, information protection and defence maftenrsd oversaw the operation of the PGNIG
representative office in Brussels;

« Vice-President of the Management Board for Tradeestsed gas purchases, infrastructure and
trading activities. His responsibilities also imbha oversight over foreign representative offices
of PGNiG SA (except the office in Brussels);

* Vice-President of the Management Board for Finamae responsible for economics, accounting,
business controlling, finance management, taxessior relations and investments;

« Vice-President of the Management Board for Procergmand IT supervised assets and
administration, Company's and Group's procuremeategiies, as well as IT development; his
responsibilities also included supervision and dow@tion of petroleum extraction operations.

Pursuant to the resolution of the PGNIG Supervisdoard on the division of powers between
members of the Management Board, dated April 20182

* Vice-President of the Management Board coordin#tedwork of the Management Board in all
areas of PGNiG Group’s operations and carried dubther actions which, pursuant to the
Company’s internal regulations, fall within the peoof powers of the President of the
Management Board. He was responsible for humarurese management, strategy, marketing
and communication, audit and internal control, infation protection, defence matters and IT
management, as well as supervision and coordinatiomork related to petroleum extraction,
investments, gas purchases, infrastructure anthgattivities; his responsibilities also included
oversight over foreign representative offices oN¥G SA;

« Vice-President of the Management Board for Finamas responsible for economics, accounting,
business controlling, finance management, taxegstor relations and the Company’s tariff
policy, as well as assets and administration.

On July 1st 2013, the PGNIG Supervisory Board appdi Mr Jerzy Kurella, Vice-President, as
acting President of the Management Board until tlesv President is elected, and approved
Management Board’s resolution on the division oivps between the Management Board members,
whereby:

* Vice-President of the Management Board, in additionbeing the acting President, is also
responsible for human resources management, strategketing and communication, audit and
internal control, information protection, defencattars and the Company’s tariff policies; he
supervises and coordinates work related to petmolextraction, gas purchases, infrastructure and
trading activities; his responsibilities also imbduoversight over foreign representative officed an
branches of PGNIG SA;

* Vice-President of the Management Board for Finasceesponsible for economics, accounting,

business controlling, finance management, taxeggsior relations, Company's and Group's
procurement strategies, as well as formulatiomeirtinvestment policies;
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* Vice-President of the Management Board for IT suiges assets and administration, IT
development and management, and cooperation wdhbe trunions; also responsible for
compliance with occupational health and safetydsdeats and fire safety regulations.

2. Supervisory Board
As at January 1st 2013, the composition of the RESlipervisory Board was as follows:

*  Wojciech Chmielewski  — Chairman of the SupervisBoard

* Marcin Moryn — Deputy Chairman of the Supervisory Board
*  Mieczystaw Kawecki — Secretary of the Superviddoard

* Agnieszka Chmielarz — Member of the Supervisoraifo

o Jbzef Glowacki — Member of the Supervisory Board

e Janusz Pilitowski — Member of the Supervisory Bloa

* Mieczystaw Putawski — Member of the Supervisoragb

» Ewa Sibrecht-Gka — Member of the Supervisory Board

+ Jolanta Siergiej — Member of the Supervisory Boar

On June 26th 2013, the Extraordinary General Mgetih PGNiG SA removed Mr. Mieczystaw
Putawski from the Supervisory Board and appointed Zlbigniew Skrzypkiewicz as a new member
of the Board.

As at June 30th 2013, the composition of the PGS8liBervisory Board was as follows:

* Wojciech Chmielewski  — Chairman of the SupervisBoard

e Marcin Morya — Deputy Chairman of the Supervisory Board
* Mieczystaw Kawecki — Secretary of the Superviddoard

* Agnieszka Chmielarz — Member of the Supervisorgifo

e Jozef Glowacki — Member of the Supervisory Board

e Janusz Pilitowski — Member of the Supervisory iBloa

» Ewa Sibrecht-Gka — Member of the Supervisory Board

» Jolanta Siergiej — Member of the Supervisory Boar

» Zbigniew Skrzypkiewicz — Member of the SupervisBgard.
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Section lll;: Shareholder Structure

As at June 30th 2013, the share capital of PGNiGas#®unted to PLN 5,900,000,000 and was
divided into 5,900,000,000 shares with a par valiu®LN 1 per share. The State Treasury was the
only shareholder directly holding a large blockP@NiG shares. The shares of all series, that ieSer
A, Al and B, were ordinary bearer shares and elaateonferred the right to one vote at the General
Meeting. The shareholder structure as at JuneZIkA is presented in the table below:

Shareholder structure

State Treasury 4,271.764.,202 72.40%  4.271.764,202 72.40%
Other 1,628,235.798 27.60%  1,628,235,798 27.60%
shareholders

Total 5,900,000,000 100.00%  5,900,000,000 100.00%

PGNIG shares and shares in PGNIiG SA's relatediemntiteld by management and supervisory
personnel

The table below presents PGNIG shares held by teagement and supervisory personnel as at June
30th 2013.

PGNIG shares held by the management and supenpsospnnel

Mirostaw Szkatuba | V/ce-President of the 9,425 9,425
Management Board

Mieczystaw Kawecki Secreta}ry of the 19,500 19,500
Supervisory Board

Jolanta Siergiej Membe_r of the 9,425 9,425
Supervisory Board
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Section IV: Regulatory Environment

1. Licences
As at June 30th 2013, PGNIG SA held the followiitgtces granted by the President of the Polish
Energy Regulatory Office under the Energy Law:

» one licence for trade in gas fuels

* one licence to trade in natural gas with foreigrirngas
* one licence to trade in liquid fuels

* one licence to produce electricity

» one licence to trade in electricity.

On June 14th 2013, the President of the Energy IREgy Office approved the amendment to the
licence for cogeneration of electricity. The ameedimpertains to extension of the scope of actwitie
covered by the licence to include another co-gdimgrainit, situated at the oil production facility
Noséwka in the Rzeszow Province.

As at June 30th 2013, PGNIG SA held the followiiegrces, granted under the Polish Geological and
Mining Law:

* 94 licences for exploration for and appraisal eider oil and natural gas deposits
» 1 licence for appraisal of a salt deposit

e 225 licences to produce crude oil and natural gas fleposits

» 9licences to store gas in underground facilities

» 3licences for storage of waste.

2. Changes in PGNIG SA'’s tariffs

Amendment to Gas Fuel Supply Tariff No. 5/2012, rappd by decision of the President of the
Energy Regulatory Office, dated December 17th 2042 been in effect since January 1st 2013. On
average, the prices and charge rates for the s@biigh-methane gas type E, and nitrogen-rich gas
types Lw and Ls were reduced by 6.7%, 8.0% and’40r8spectively.

On January 25th 2013, the President of the EnesguRtory Authority approved a change to Gas
Fuel Supply Tariff No. 5/2012. The approved changated to the rules of classifying customers to
the tariff groups for the supply of nitrogen-ricasgover the distribution network of Wielkopolska
Spétka Gazownictwa Sp. z 0.0. It was required iheorto bring PGNIG SA's tariff in line with the
tariff of WSG Sp. z 0.0., and concerned the S-824&dtariff groups.

The following tables present the average tarifisNfeubic meter) used in settlements with customers
purchasing gas fuels, by fuel type and place a¥eel.
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Area covered by Dolritaska Spétka Gazownictwa Sp. z 0.0.

W-1.1 2.7648 2.4969 -9.7%
w-2.1 2.2036 1.9816 -10.1%
W-3.1 2.0209 1.8029 -10.8%
wW-4 1.8905 1.6693 -11.7%
W-5-W-7C 1.7507 1.7071 -2.5%
W-8A - W-10C 1.5063 1.4651 -2.7%

S-1 2.0010 1.7900 -10.5%
S-2 1.5888 1.4044 -11.6%
S-3 1.4625 1.3013 -11.0%
S-4 1.3384 1.1801 -11.8%
S-5-5-7B 1.2677 1.2338 -2.7%
S-8-S-9 1.1566 1.1225 -2.9%

Z-1 1.5830 1.4156 -10.6%
Z-2 1.4510 1.2888 -11.2%
Z-3 1.3004 1.1623 -10.6%
Z-4 1.2209 1.0841 -11.2%
Z-5-7-7B 1.2088 1.1793 -2.4%

Area covered by Gorstyska Spotka Gazownictwa Sp. z 0.0.

W-1.1 2.7337 2.4726 -9.6%
W-2.1 2.2672 2.0440 -9.8%
W-3.1 1.9883 1.7660 -11.2%
W-4 1.9183 1.6909 -11.9%
W-5 - W-7C 1.7732 1.7314 -2.4%
W-8A - W-11C 1.5121 1.4681 -2.9%

Area covered by Karpacka Spo6tka Gazownictwa Spoz o

W-1.1 2.6153 2.3594 -9.8%
W-2.1 2.1797 1.9590 -10.1%
W-3.1 1.9319 1.7288 -10.5%
wW-4 1.8829 1.6843 -10.5%
W-5 - W-7BC 1.7796 1.7355 -2.5%
W-8A - W-10C 1.4811 1.4310 -3.4%
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Area covered by Mazowiecka Spétka Gazownictwa Spoz

W-1.1 2.9951 2.7039 -9.7%
w-2.1 2.0888 1.8693 -10.5%
W-3.1 1.8913 1.6877 -10.8%
wW-4 1.8787 1.6755 -10.8%
W-5-W-7C 1.7536 1.7086 -2.6%
W-8A - W-10C 1.4219 1.3669 -3.9%

Area covered by Pomorska Spotka Gazownictwa Smp.z o

W-1.1 2.8368 2.5658 -9.6%
W-2.1 2.2265 2.0058 -9.9%
W-3.1 2.0013 1.8006 -10.0%
wW-4 1.9399 1.7451 -10.0%
W-5-W-7C 1.7992 1.7606 -2.1%
W-8A - W-10C 1.4953 1.4601 -2.4%

Area covered by Wielkopolska Spétka GazownictwazZSp.o.

W-1.1 2.8611 2.5856 -9.6%
W-2.1 2.1348 1.9143 -10.3%
W-3.1 1.9954 1.7881 -10.4%
W-4 1.9050 1.7032 -10.6%
W-5-W-7C 1.7169 1.6715 -2.6%
W-8A - W-10C 1.4576 1.4140 -3.0%

S-1 2.0115 1.8046 -10.3%
S-2 1.5505 1.3774 -11.2%
S-3 1.4196 1.2602 -11.2%
S-4 1.3447 1.1889 -11.6%
S-5-5-7B 1.2699 1.2365 -2.6%

Z-1 1.8231 1.6422 -9.9%
Z-2 1.3904 1.2408 -10.8%
Z-3 1.2569 1.1208 -10.8%
Z-4 1.1900 1.0570 -11.2%
Z-5-7-7B 1.1446 1.1157 -2.5%
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Customers connected to the transmission grid of GBR-SYSTEM S.A.

Tariff No. 5/2012 Amendment to Tariff No. 5/2012 Cf(];)r)]ge
1 2 2/1
E-1A - E-2C 1.3713 1.3302 -3.0%
Lw-1 - Lw-2 1.0582 1.0196 -3.6%
Ls-1-Ls-2 0.8827 0.8537 -3.3%

On July 18th 2013 PGNIG SA applied to the Presiaérihe Energy Regulatory Office for approval
of the new Gas Fuel Supply Tariff. As at the ddtthis report, the proceedings were pending.

3. Regulatory risks

Polish Energy Law

In H1 2013 work was still under way on a set oéthbills to regulate the energy sector: the Gas, Law
the Energy Law and the Law on Renewable Energyc®suithe so-called Large Three Pack), as well
as a parliamentary draft amendment to the Energy &mad certain other acts (the so-called Small
Three Pack). On July 25th 2013, the RegulatiorhefMinister of Economy of June 28th 2013 on
detailed rules for determining and calculatingftarior gas fuels and on settlement of transactians
gas fuels trading (the Tariff Regulation) came ifdce. The amended Tariff Regulation introduces,
among other things, entry-exit transmission tarifiées for computation of charges for short-terd a
interruptible services and for virtual reverse flservices provided by transmission and distribution
system operators, as well as rules for computadiocharges for storage services rendered on a
packaged or stand-alone basis by storage systeratopgeThe Tariff Regulation also provides for the
possibility of offering transmission services und@r auction system in the case of interconnections
between transmission systems within the EU, angé&ssing along the costs of gas fuel transport to
the tariffs of other energy utilities. Another page is to adapt the provisions of the Tariff Retjofa

to the Gas System Regulation.

Changes to laws and delays in amending legal aetdecrisks, resulting chiefly from uncertaintytas
the final extent of the regulatory changes anddhert time given to adapt to them, which might
adversely affect the financial performance and lgment prospects of PGNIG SA. The currently
planned legislative changes are to introduce airtgadbligation (sale of certain volumes of gas
specified in the Act on the gas market) and medmasithat would facilitate changing gas suppliers.
This may lead to a loss of market share by PGNiG SA

Energy Efficiency Act

The Energy Efficiency Act came into force on Augddith 2011. The Act implements Directive
2006/32/EC of the European Parliament and of than€ib of April 5th 2006 on energy end-use
efficiency and energy services. The Energy EfficieAct establishes a national target for economical
energy use, according to which savings of end-usegg until 2016 should be no less than 9% of the
annual national consumption of energy. Since Janlsr 2013, PGNIG has, as a trading company,
been obliged to purchase energy efficiency cedtiéis or else to pay the buy-out price. This ollgeat
will drive up the cost of regulated activities armhnsequently, inflate the price paid for gas by
customers.

Tariff calculation

PGNIG SA'’s ability to cover the costs of its corpecations depends on prices and charge rates
approved by the President of the Energy Reguladfige. When approving tariffs for a given period,
the President of the Energy Regulatory Office takd#s consideration external factors which are
beyond PGNIiG SA's control. In an attempt to proteastomers, the President of the Energy
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Regulatory Office may consider certain businesssamsbe unjustified. Moreover, the President ef th
Energy Regulatory Office does not always agree \hith assumptions made by PGNIG SA with
respect to the main cost drivers and profit targ#tsving for business risk. Consequently, the Byer
Regulatory Office frequently refuses to approvéfftarices and charge rates applied for by PGNIiG
SA. Lower tariff prices and charges might adversdfgct PGNIG SA's profitability.

In previous years, the President of the Energy R¢ony Office unilaterally extended effective tarif
periods. The Company is of the opinion that sudfoas by the President of the Energy Regulatory
Office create the risk of a tariff being calculateelow costs, as it does not account for the cbst o
supply of gas fuel to customers in the period byctvithe tariff's effective period is so extended. &
result, it should be expected that in the next doahtariff approval proceedings, this factor may b
taken into consideration in the tariff calculatidoreover, the President of the Energy Regulatory
Office may protract the tariff approval proceedingsth tariffs approved at later dates than those
originally requested by PGNIG SA.

Demand for natural gas

The current methodology for calculation of pricesl acharge rates is based on demand forecasts;
accordingly, revenue is exposed to forecasting. flisaccurate estimates of demand, affecting the

accuracy of forecast purchase and supply volumegelisas costs upon which the determinations of

prices and charge rates are based, may adversety thife Group's financial performance.

Purchase price of imported gas

Prices of imported gas are denominated in USD oREAhd are based on indexation formulae
reflecting the prices of petroleum products. Charigdoreign exchange rates and prices of petroleum
products have a material effect on the cost of mgabgas. Material changes in prices of fuels @n th
international markets affect the prices of importgs. Any accurate forecast of natural gas price
changes is encumbered with a high risk of erroer&hcan be no assurance that despite the legal
possibility of adjusting the prices approved faiagff term, an increase in the price of importesg
may not be fully passed on to customers, or thahgés in gas sale prices may lag behind changes in
its import prices.
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Section V: Exploration and Production

1. Exploration

Exploration in Poland

In H1 2013, PGNIG SA was engaged in explorationlfoth conventional and unconventional gas
deposits (shale gas and tight gas). In Poland, BGM\ conducted, both on its own and jointly with
partners, exploration and appraisal work, spedificen the Carpathian Mountains, Carpathian
Foothills and Polish Lowlands. Drilling work wasrf@med in Poland on nine exploratory wells,
including two research boreholes (Wysin-1 and Kaolheo-1), and two appraisal wells.

In H1 2013, seven wells were tested in PGNIG lieear®as, including three wells drilled in 2012. The
tests confirmed the presence of gas in three wadlse exploratory well (Komorze-3k/3kbis), and two
appraisal wells (Przeworsk-18 and Siedliczka-3urReells did not flow hydrocarbons at commercial
rates and were subsequently abandoned (WadowiaeeElglGostawice-2, Mieczewo-1k and Czarna
Wies-8).

As part of exploration for unconventional deposisPomerania, thé@palino-2 (shale gas) and
Ptawce-2 (tight gaswells underwent testing. Tests also confirmed the prsesf gas in the
Lubocino-2h well. In the Lublin area, further arg$yof geological data was performed with a view to
continuing the work on the Lubycza Krolewska-1 wghale gas). At the same time, drilling of the
Kramarzéwka-1k well commenced in the Carpathian tikile, to confirm the presence of an
unconventional gas (tight gas) deposit, explorethbyKramarzéwkal well.

As at June 30th 2013, the Group’s recoverable vesavere as follows:
e 87.8 bcm of natural gas measured as high-metharneadent,
e 18.3 million tonnes of crude oil.

Joint ventures in Poland

In H1 2013, PGNIG SA conducted joint operationdwiitro other entities in licence areas awarded to
PGNIG S.A. — FX Energy Poland Sp. z o0.0., and SaonLEnergy PLC (the company had acquired
the license interests from its former partner, AareOil & Gas PLC).

Also in H1 2013, PGNIG SA, Tauron Polska Energia. SKGHM Polska Mied S.A., PGE Polska
Grupa Energetyczna S.A. and Enea S.A. held negwisabn detailed terms of cooperation under the
framework agreement of July 4th 2012 (concerningaation for and production of shale gas and oil
within the Wejherowo licence area).

Under the licences awarded to PGNIG SA, work camtthin the following areas:

» “Plotki” — under the agreement for joint operatiodated May 12th 2000; licence interests:
PGNIG SA (operator) — 51%, FX Energy Poland Spoz-6 49%,

*  “Ptotki” — “PTZ" (the Extended Zanien$y Area) — under the Operating Agreement dated Ggtob
26th 2005; licence interests: PGNIG SA (operatds)L%, FX Energy Poland Sp. z 0.0. — 24.5%,
Calenergy Resources Poland Sp. z 0.0. — 24.5%,

 “Pozna” — under the agreement for joint operations dalade 1st 2004; licence interests:
PGNIG SA (operator) — 51%, FX Energy Poland Spoz-6 49%,

* “Bieszczady” — under the agreement for joint operet dated June 1st 2007; licence interests:
PGNIG SA (operator) — 51%, Eurogas Polska Sp. z-02#%, and Energia Bieszczady Sp. z o.0.
- 25%
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e “Sierakéw” — under the agreement for joint openagialated June 22nd 2009; licence interests:
PGNIG SA (operator) — 51%, Orlen Upstream Sp. z-©40%.

In H1 2013, production continued from the RoszkdGeldf in the “Plotki” area, and from the
Zaniemyl field in the “Plotki” — “PTZ” area. In the “Ploik area, the work on acquisition of the
Donatowo-Rusocin 3D seismic survey was completeldtiam processing of the survey commenced. In
the “Plotki” — “PTZ” area, reinterpretation of thKaleje-Zaniemyl 3D seismic survey was
commenced and completed to select the best locitidhe Zaniem$l-4 or Zaniemyl-3k production
well. Based on the results of the reinterpretattbere is no rationale for drilling of the Zanieshy
well. As a result, design and analytical work wasmmenced on two project options, i.e. the drilling
of the Zaniem$l-3k horizontal well or a workover of the Zaniefhg well.

In the “Pozné&” licence area, in H1 2013, the Winna Goéra fieldswarought onstream and gas
production continued from th&roda Wielkopolska, Kromolice and Kromolice S field&/ork
continued on the development of the Lisewo natgaal field, while the development of the Komorze
3K field commenced. Hydraulic fracturing was penfied in the Ptawce-2 (tight gas) exploration well
and the process of initiating production was sthrRrilling of the Mieczewo-1k exploration well was
also completed, resulting in gas flow with a sigmiht presence of formation water. Based on the
geological and field analyses, as well as econ@méadyses, a decision was made to abandon the well.
The processing of the Mitostaw 3D seismic surveysvadso completed and work began on data
interpretation. Interpretation of the Taczanow &B®nic survey was completed.

In the “Bieszczady” area, processing of seismidile®in the Jdliska-Baligréd zone and reprocessing
of the Kostarowce-Zahuty?2D archive seismic profiles continuedllso, Niebieszczany-1 well was
temporarily secured until a decision is made othimrwell tests.

In H1 2013, in the “Sierakow” area, the Sierakdwesehole was drilled. Based on the initial testing
of the well, a decision to secure the well for et tests was made.

Under licences awarded to FX Energy Poland Spo.z work was conducted in the following areas:

* “Warszawa-Potudnie” (blocks 254 and 255) — underafreement for joint operations dated May
26th 2011, licence interests: FX Energy PolandzSpo. (operator) — 51%, PGNIG SA — 49%;

» “Ostrowiec” — under the agreement for joint opemasi dated February 27th 2009; licence
interests: FX Energy Poland Sp. z 0.0. (operat&)%, PGNIiG SA — 49%;

* “Kutno” — under the agreement for joint operatiatated September 30th 2010; licence interests:
FX Energy Poland Sp. z 0.0. (operator) — 50%, PGS#G- 50%.

In H1 2013, in the “Warszawa-Poludnie” area, FX fggePoland Sp. z o.0. performed its own
geological interpretation of the Potycz — Boglewic&rdjec area to select an area for the developmen
of a 3D survey. The company also applied to theidétiy of Environment to amend its licence for
block 254 (abandonment of a part of the licenca)are

Analytical work was completed for the “Ostrowiea®a. In the “Kutno” area work was conducted on
documenting results of the drilling of the Kutnav2ll. FX Energy Poland Sp. z 0.0. made a decision
to abandon the licences covering the "Ostrowied’ #&utno” areas.

Under licences awarded to San Leon Energy PLC, wakconducted in the following areas:

e “Karpaty Zachodnie” - under the agreement for joapterations dated December 17th 2009,
concluded with Energia Karpaty Zachodnie Sp. z 8p. k. (subsidiary of San Leon Energy
PLC); licence interests: Energia Karpaty Zacho@pez 0.0. Sp. k. (operator) — 60%, PGNIiG SA
— 40%

» “Karpaty Wschodnie” - under the agreement for jobperations dated December 17th 2009,
concluded with Energia Karpaty Wschodnie Sp. z 8jp. k. (subsidiary of San Leon Energy
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PLC); licence interests: Energia Karpaty Wscho®ype z 0.0. Sp. k. (operator) — 80%, PGNIG
SA - 20%.

In H1 2013, in “Karpaty Zachodnie” area, the Budz@ieszyn—Bestwina—Bielsko-Biata 2D seismic
profiles were reprocessed.

In the “Karpaty Wschodnie” area, geological and gigsical materials from the Mszana Dolna —
Jordandw region were analysed to assess the gditgsibicommencing drilling works. As a result, a
decision not to proceed with the drilling of an kxation well was made and a request to amend the
Mszana Dolna license (abandonment of a part oflidemsed area) was filed with the Ministry of
Environment.

Exploration abroad

PGNIG SA conducts exploration work in Pakistan unaie agreement for hydrocarbon exploration
and production in the Kirthar licence area executetveen PGNiIG SA and the government of
Pakistan on May 18th 2005. Work in the Kirthar Illag conducted jointly with Pakistan Petroleum

Ltd., with production and expenses shared propuatiely to the parties' interests in the licence:
PGNIiG SA (operator) — 70%, PPL — 30%. In 2012, diperator decided to move to the second
exploration stage on the Kirthar licence, as pamvioich a new exploration well is to be drilled by

July 2014. In H1 2013, work was carried out ondbestruction of pipelines and surface installations
to commence test production from the Rehman-1 aatéHX-1 wells. Test production was launched
at the end of June 2013.

In Egypt, PGNIG SA conducts exploration work in tBahariya licence area (Block 3) under an
Exploration and Production Sharing Agreement (EP8¥gcuted with the government of Egypt of
May 17th 2009. The Company holds a 100% intere#iterlicence. In H1 2013, two exploration wells
were drilled. The wells were abandoned as no corialdrydrocarbon flows were recorded.

2. Production

Natural gas and crude oil production in Polanddaducted by two branches of PGNIG SA: the
Zielona Gora Branch and the Sanok Branch. The d#lGbéra Branch produces crude oil and
nitrogen-rich natural gas at 23 sites, includinggié production facilities, 6 oil and gas produttio
facilities and 3 oil production facilities. The S&nBranch produces high-methane and nitrogen-rich
natural gas and crude oil at 46 sites, includingy@6 production facilities, 10 oil and gas produrti
facilities and 10 oil production facilities. In HI013, gas production was launched from the Rehman
field (tight gas) in Pakistan.

In H1 2013, PGNIG SA produced a total of 2,117.2mmaf natural gas (measured as high-methane
gas equivalent), of which 2,116.3 mcm was produoea fields in Poland, and 0.9 mcm from fields
abroad. Following the launch of production from thegbiatow, Midzychéw and Grotow (LMG)
fields, crude output increased significantly, t@3Bousand tonnes. The table below presents PGNIG
SA’s production volumes in H1 2013.
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Production volumes

Product Unit H1 2013
1. | Natural gas, including: mcm 2,117.2
a. | high-methane gas, including: mcm 779.9
- Zielona Gora Branch mcm 0.0
- Sanok Branch mcm 779.9
b. | nitrogen-rich gas, including: mcm* 1337.3
- Zielona Gora Branch mcm* 1295.6
- Sanok Branch mcm* 40.8
- Pakistan Branch mcm* 0.9
2. | Crude ail, including: thousand tonnes 382.0
- Zielona Géra Branch thousand tonnes 357.7
- Sanok Branch thousand tonnes 24.3

*Measured as high-methane gas equivalent.

In H1 2013, in the Sanok Branch area three newswedlre brought onstream: the Terliczka-6k well
on the Terliczka field, the Pruchnik-24 well on faeichnik-Pantatowice field, and the Batycze-4 well
as part of a test production. The total additiongés production capacity from the new wells is
approximately 2.8 thousand cubic metres of gashpar (measured as high-methane gas equivalent).
In the Zielona Gora Branch area, six new oil pradgiovells were brought onstream: two on the
Lubiatow field (Lubiatow-2k, Lubiatow-7h) and fown the Grotow field (Grotow-1, Grotow-2,
Grotow-8k, Grotow-9k), with an aggregate daily protion capacity of 620 tonnes; and one gas
producing well on the Mdzychdd field (Mgdzychod-7h) with a capacity of 4.5 thousand cubic
metres of gas per hour (measured as high-methaneqavalent). The Winna Gora field was also
brought onstream (Winna Géra-1 well) with a productapacity of 1.2 thousand cubic metres of gas
per hour (measured as high-methane gas equivalent).

In H1 2013, PGNIG SA was engaged in a range ofities aimed at maintaining the gas and oll
output from the currently producing fields. In orde increase hydrocarbon production, 2,440 metres
of production drilling was performed. Major remddi@atments were performed on a total of 6 wells
to maintain their operable condition. Those weltsved hydrocarbons at commercial rates. In H1
2013, well interventions were undertaken on a tofak3 wells, designed mainly to maintain or
improve production rates of producing wells orestore sub-surface extraction equipment to working
condition (including one well used as injector).

Other products, obtained in the process of crudi@img, include crude condensate, sulphur and
propane-butane. Some of the produced nitrogengashis further treated into high-methane gas at the
Odolanow and Grodzisk Wielkopolski nitrogen rejentiunits. Apart from high-methane gas, the
cryogenic processing of nitrogen-rich gas yieldshsoroducts as liquefied natural gas (LNG), gaseous
and liquid helium and liquid nitrogen.

In H1 2013, PGNIG SA's sales of natural gas tadaB69.8 mcm, of which 368.9 mcm was sold in
Poland, and 0.9 mcm was sold in Pakistan. The taddtev presents volumes of natural gas (including
LNG) sold directly from the fields, and volumes wlide oil and other products sold to third-party
customers.
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Sales of key products

Unit H1 2013

1| Natural gas, including: mcm 369.8

- high-methane gas mcm 37.2

- nitrogen-rich gas* mcm 332.6
in| Crude oil thousand 373.9
3| Condensate tf:grl:rs]zggd 1.2
4 Helium mcm 15
5| Propane-butane trtlgﬁrs]ggd 12.7
6 Nitrogen ;ng;f;rgg 226.9
7 | Sulphur trtlgﬁrs]ggd 16.6

*Measured as high-methane gas equivalent.

In Poland, the largest amounts of natural gas welato industrial customers, accounting for 83% of
the total sales volume. As in the past, crude ai wold to Rafineria Trzebinia S.A., Rafineria Maft
Jedlicze S.A. and TOTSA TOTAL OIL TRADING S.A. In1Q2013, PGNIG SA executed a short-
term agreement with TOTSA TOTAL OIL TRADING S.A.rftest deliveries of crude oil from the
Lubiatéw field.

The Company’s foreign customers accounted for 4G6%e total sales volume of crude oil, and for
87.7% of helium and 23.5% of sulphur sales. Crutlevas exported through the Druzhba pipeline to
a German refinery. Most of the helium was sold td &uistomers, and the sulphur was sold to
customers in Germany and the Czech Republic.

Underground gas storage facilities

In H1 2013, the Exploration and Production segnuseid the working capacities of the Daszewo and
Bonikowo nitrogen-rich gas storage facilities. &g capacities used to meet the needs of the
Production segment are not storage facilities withe meaning of the Polish Energy Law.

The table below presents working capacities of tinelerground storage facilities used by the
Exploration and Production segment as at June Z0iA[.

Working capacities of the underground storage ifeesl used by the Exploration and Production
segment (mcm)

Nitrogen-rich gas H1 2013
Daszewo (Ls) 30.0
Bonikowo (Lw) 200.0
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3. Planned activities

Exploration

In H2 2013, PGNIG SA will continue exploratory gégpical work and drilling in Poland on dozens
of prospects in the Carpathian Mountains, Carpatkiaothills and the Polish Lowlands. The work
will be conducted by PGNIG SA on its own and jointlith partners.

As part of these activities, PGNiG SA also interidspursue projects focused on exploring new
potential opportunities in the area of unconverdiorsources (shale gas/oil and tight gas), where
little appraisal has so far been made. In PomeréingaCompany plans to drill the Lubocino-3h and
Opalino-3 wells, and to begin drilling the Opalidavell, as well as to fracture the Piaski-3 weheT
Company has plans to drill more pilot wells for Ishgas/oil exploration in both Pomerania and the
Lublin region. The Company will also continue workated to drilling the Kramarzéwka-1k well in
the Carpathian Foothills.

Final formation testing is to be performed in theed well Dukla-1, as part of exploration for
conventional reserves in the Carpathian Mountaitgre little appraisal work has been conducted so
far. The Company also intends to begin drilling Enedropol-1 deep well.

In H2 2013, PGNIG SA will also continue its expltioa work in Egypt and Pakistan.

Natural gas production

PGNIG SA is implementing an investment programmmed at increasing, in the long-term
perspective, its natural gas production capacig/pArt of the programme, the PGNIiG Group plans to
develop new deposits and wells, modernise and exg@ existing gas production facilities, build
new underground gas storage facilities and expam@xisting ones.

Plans for 2013 provide for an annual natural gaslyetion volume of approximately 4.5 bcm of high-
methane gas equivalent with a calorific value a63@J/cm, of which approximately 4.4 bcm will be
produced in Poland, and 0.1 bcm in Pakistan. 12623, new wells will be brought onstream on the
already-producing Wola Réniecka, Kielanowka-Rzeszéw and Wierzchostawickldi@perated by
the Sanok Branch, and the Jarocin and Lisewo figh#sated by the Zielona Goéra Branch.

Crude oil production

In 2013, PGNIG SA plans to produce 750 thousanadsrof crude oil. This increase in output is
possible thanks to the launch of production fromlthbiatéw field in late 2012, and from the Grotow
field in January 2013.

4. Risks related to exploration and production

Resource discoveries and estimates

The main risk inherent in exploration activities ttee risk of failure to discover resources, i.e.
exploration risk. This means that not all the idfieed potential deposit sites actually have deosft
hydrocarbons which can qualify as an accumulat@hether or not a sufficient accumulation exists
depends on a number of geological factors. Furtbermthe actual quantity and quality of the
accumulated hydrocarbons may differ from estima¥¥ben the results of successful exploration
activity, in the form of new reserves, do not offdee production from the existing reserves, PGNiG
SA's recoverable reserves will decrease pro ratagaurrent production volumes.

Page 26 of 49



Directors’ Report on operations of PGNiG SA in Hi13

The reserves estimates and production projectianshbe erroneous due to imperfections inherent in
the equipment and technology, which affect the iualf the acquired information concerning the
geological factors and the characteristics of thpogit site. Irrespective of the methods appliedad
on the volume and quality of commercial reservesratle oil and natural gas is always an estimate.
Actual production, income and expenses relating given deposit may significantly differ from the
estimates. The weight of this risk is further iraged by the fact that in the full business cyck th
period from the commencement of exploration to ltench of production from a developed field
takes six to eight years, while the productionddsbom 10 to 40 years. Formation characteristics
determined at the stage of preparing the relevaotientation are reviewed after production starts.
Each downgrade of the size of the reserves or ptasuquantities may lead to a lower revenue and
adversely affect PGNiIG SA'’s financial performance.

Exploration for unconventional gas deposits

The risk associated with exploration for unconvamdl gas deposits in Poland relates to the lack of
confirmed presence of shale gas and tight gashé&wumbore, even if existence of in-place petroleum is
confirmed, its production may prove uneconomic tbumsufficient gas recovery and high investment
expenditure necessary on drillings and constructibproduction infrastructure. Another material
factor is connected with difficult access to uncamional gas plays given the environmental
regulations and the necessity to obtain the landosirconsent for access to the area.

Competition

Both on the Polish market and abroad there iskaoficompetition from other companies in the area
of acquisition of licences for exploration for arappraisal of hydrocarbon deposits. Certain
competitors of PGNIG SA, especially those activebglly, enjoy strong market positions and have
financial resources larger than those availablB@iNiG SA Thus, it is probable that such companies
would submit their bids in tender procedures andHie to acquire promising licences, offering lrette

terms than PGNIG SA could offer given its financehd human resources. This competitive
advantage is particularly important on the intaora market.

Delayed work

Under the applicable Polish legal regulations, iolrig a licence for exploration for and appraisil o
crude oil and natural gas deposits lasts from onent and a half years. On foreign markets, such
procedures may take even two years from the tirae ttie winning bid is awarded in a tender for
licence until the relevant contract is ratifiedioPto the commencement of field work, the Compeny
also required to make a number of arrangementijdimg obtaining formal and legal permits and
approvals for entering the area, meeting environatgrotection-related requirements and, in some
cases, requirements related to protection of aotbgeal sites, and abiding by the regulations
governing tenders held to select a contractor, Wwhdelays execution of an agreement with a
contractor by another few months. Frequently théimgatime for customs clearance of imported
equipment is very long. These factors create gleai delays in the start of exploration work.

Formal and legal hurdles beyond PGNIiG SA'’s coritrolude:

» local governments’ failure to approve local zoniptans or amendments to those already
approved,;

» obstacles in incorporating investment projects thmlocal zoning plans;

* need to obtain and comply with administrative dneotformal and legal decisions, including
environmental decisions or building permits;

* amendments to the current investment project;

» Obstacles in obtaining permission from land ownemnter the site.

These factors significantly delay implementatiorinsestment projects and commencement of on-site
construction work. Concurrently, PGNIG SA'’s obligatto comply with the Public Procurement Law
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frequently protracts the tender procedure. Notafemppeal and complaints submitted by bidders lead
to lengthy court proceedings and, consequentlyddalays in implementing an entire investment

project. A protracted investment process exacesb#be risk related to estimation of capital

expenditure.

Cost of exploration

Exploratory work is capital intensive, given thecps of energy carriers and materials. Cost of
exploratory work is especially sensitive to stetgs, which are passed onto prices of casing pipes
and lifting casing used in drilling. An increase prices of energy and materials translates into an
increase in the cost of exploratory work. Moreoyanfitability of foreign exploration projects to a
significant extent depends on the prices of oilivdive products and on exchange rates. In 2011,
PGNIG SA introduced the Daily Rate system intodhiBing contractors selection proceduvhich is
expected to reduce the costs of drilling services.

Safety, environmental protection and health reopriat

Ensuring compliance with environmental laws in Rdlaand abroad may significantly increase
PGNIG SA's operating expenses. Currently, PGNIG iBéurs significant capital expenditure and
costs on ensuring compliance of its operations withr more complex and stringent regulations
concerning safety and health at work, as well agr@mmental protection. The Act of May 18th 2005
amending the Natural Environment Protection Law @edain Other Acts (Dz. U. No. 113, item 954
of June 27th 2005) rendered the regulations gongrthie execution of projects which might affect the
Natura 2000 sites more stringent and enhancedismamental protection-related requirements with
regard to entering the areas of the occurrenceratbgted plant species and habitats of protected
animals. Trends to implement increasingly moreng#t environmental protection regulations are
seen also in other countries where PGNIG SA comsdexgploration operations.

Qualified personnel

The presence of foreign companies on the Polistkehdras intensified competition for highly
gualified employees with extensive professionalegigmce. This risk of losing experienced personnel
is especially high with respect to oil and gas esation professionals. In countries where PGNIG SA
operates, highly qualified staff is difficult toariit.

Unforeseen events

Hydrocarbon deposits developed by PGNiG SA are llysiarated at great depth, which involves
extremely high pressures and, in many cases, press#rhydrogen sulphide. Consequently, there the
risk of hydrocarbon blowout or leakage is very higéhich in turn may pose a threat to people
(workers and local population), natural environmeemd production equipment.

Changes in laws and regulations

The laws and regulations in some countries chargguéntly and unexpectedly, causing difficulties
for entities involved in exploration activity. Thisoblem may be particularly acute in countries rghe
changes in law depend on decisions made by awharitgovernments.

Political and economic situation

In some countries where the PGNIiG Group condugtdoeation activities there is a risk of armed
conflicts or terrorist attacks, which may lead tdimaitation, suspension or discontinuation of the
exploration and production activities.

Some regions of the world where the PGNIG Groupraitps are exposed to a risk of social and
political unrest. Changes of governments may btimga halt licensing proceedings before state
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administration authorities. Additionally, these otries are at risk of internal conflicts and social
unrest caused by poor social and demographic dongitThe risks specified above may lead to a
limitation, suspension or discontinuation of PGNB&'s activities.

In certain countries, operations of exploration pamies may be hindered by the lack of adequate
infrastructure, which may be an obstacle in transpgp equipment, personnel and materials to the

sites. Problems may also arise in providing supmied ensuring appropriate health care. These risks
may lead to a limitation or suspension of the Camyfsexploration activities.
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Section VI: Trade and Storage

1. Gas purchases
In H1 2013, PGNIG SA purchased gas from abroad tand,limited extent, from domestic suppliers.
PGNIG SA bought natural gas mainly under the agesdgsnand contracts specified below, i.e. the
long-term contract with OOO Gazprom Export and shand medium-term gas supply agreements
with European suppliers:

» Contract with OOO Gazprom Export for sale of ndtgas to the Republic of Poland, dated
September 25th 1996, effective until December 308%2;

» Individual transactions for natural gas suppliesluding with the use of reverse flow on the
Yamal Pipeline, with PGNIG Sales & Trading GmbH;

* Individual Agreement with Vitol S.A. for sale of tuaal gas, dated May 13th 2011, effective until

October 1st 2014.

The table below presents the structure of natussl gurchases, measured as high-methane gas
equivalent.

Structure of natural gas purchases, by supply ssyracm)

H1 2013 %
Foreign suppliers: 5,940.8 97.8%
- Gazprom Export 5,056.5 85.1%
- Other foreign suppliers 884.3 14.9%
Domestic suppliers 134.4 2.2%
Total 6,075.2 100.0%

New agreements

In H1 2013, PGNIG SA and PGNIG Sales & Trading Gréxdcuted short-term agreements for the
supply of natural gas using the reverse flow seran the Yamal Pipeline, for a total of ca. 398.3m
cubic metres.

2. Sales
In H1 2013, PGNIG SA executed comprehensive cotdtréar gas fuel supplies, both from the
transmission system and from the distribution sysigith 29.7 thousand new customers.

The key products sold by the Trade and Storage eegare high-methane gas and nitrogen-rich gas.
PGNIG SA sold gas on the Polish market. In H1 2@fE3 sales increased by ca. 1% i.e. 69.5 mcm
relative to H1 2012. The strongest growth was seesales to households. The sales structure of the
PGNIG Trade and Storage segment in H1 2013 is piegen the table below.
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Sales structure of key products

Unit H1 2013
1| Natural gas, including: mcm 7,729.7
- high-methane gas mcm 7,429.6
- nitrogen-rich gas* mcm 300.1
in | Propane-butane trtlgﬁrs]gr;d 0.8

*Measured as high-methane gas equivalent.

Gas was purchased primarily by industrial custom@nainly from the chemical, oil refining,
petrochemical and metallurgical sectors) and bysbbalds. Households made up the largest group of
customers purchasing natural gas, accounting fét 87 the entire customer base (approximately
6.5m). Their share in the total volume of gas sabeseased by approximately 5% year on year.
Industrial customers had the largest share indhessolume, though sales to this group decreaged b
approximately 3% on H1 2012. PGNIG SA commenceds#ie of gas on the Power Exchange, where
it sold ca. 25 mcm of natural gas in H1 2013. Tdi#e below presents the structure of sales of alatur
gas (measured as high-methane gas equivalent)sbgneer groups.

Sales of natural gas through the national grid (ncm

H1 2013 %
Industrial customers 4283.9 55.4%
Trade and services 976.3 12.7%
Households 2327.8 30.1%
Wholesale customers 117.1 1.5%
Exchange 24.6 0.3%
Total 7729.7 100.0%

Sales of electricity

PGNIG S.A. expanded its product offering by launghsales of electricity to business customers
(tariff groups A, B and C). The Company also plem&aunch sales of electricity to households (tarif
group G) in H2 2013.

PESO project

In H1 2013, PGNIG SA continued a project consistingLNG-based distribution of gas fuel to

customers in Etk and Olecko. This project is a péran initiative to switch Pisz, Etk, Suwaiki and
Olecko to high-methane gas (PESO project). The eptojnvolves construction of an LNG

regasification station and two-step pressure reéglictnetering and odourising stations in Elk and
Olecko, and switching customers in those townddb-imethane gas.

Consolidation of trading operations

On May 27th 2013, the Wholesale Trading Branch estsblished. The Division's operations will
involve wholesale trade in natural gas, electricitgat, certificates of electricity origin and oamb
credits.
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3. Storage

For its own needs, the Trade and Storage segmentthe working capacities of the Wierzchowice,
Huséw, Strachocina, Swarzow and Bmzea underground gas storage facilities, as wellthes
Mogilno Underground Gas Storage Cavern Facilitypakt of the working capacity of the Mogilno
facility, which was made available to OGP GAZ-SYSTE.A., is not a storage facility within the
meaning of the Polish Energy Law.

Short-term peak fluctuations in demand for natgesd are balanced by the supplies from the Mogilno
gas storage facility, where gas is stored in wonetdcaverns. The capacities of the Wierzchowice,
Husow, Strachocina, Swarzéw and Brziea underground gas storage facilities are usedindmise

the effect of changes in demand for natural gashén summer and winter seasons, to meet the
obligations under the take-or-pay import contratdensure the continuity and security of natuesd g
supplies and to meet the obligations under agretsrmoviding for the delivery of natural gas to
customers’ premises.

The capacities of the Wierzchowice, Hus6w, Mogiémal Strachocina facilities are also used by the
Group to meet its obligation to maintain mandatstigcks, imposed by the Act on Stocks of Crude
Oil, Petroleum Products and Natural Gas, as welbrashe Rules to be Followed in the Event of
Threat to National Fuel Security or Disruptionstbea Petroleum Market, dated February 16th 2007.

In H1 2013, PGNIG SA completed construction of tharface section of the Wierzchowice
Underground Gas Storage Facility and performed-sfawork on the gas injection and withdrawal
unit. Start-up of the power engineering sectiom, the turboexpander, needs to be performed before
the extension of the facility (up to 1.2 bcm) cam dompletedin June 2013, the Company also
commenced work on the extension of the Huséw Undeargl Gas Storage Facility up to 500 mcm.
The table below presents storage facilities’ wagkiapacities as at June 30th 2013.

Working capacities of the storage facilities usgdhe Trade and Storage segment (mcm)

Jun 30 2013
Brzeznica Underground Gas Storage Facility 65.0
Husow Underground Gas Storage Facility 350.0
Mogilno Underground Gas Storage Cavern Facility 407.9*
Strachocina Underground Gas Storage Facility 330.0
Swarzow Underground Gas Storage Facility 90.0
Wierzchowice Underground Gas Storage Facility 575.0
Total 1,817.9

*The working storage capacity of the facility wasluced as a result of the process of convergeigteening)
of the salt rock mass.
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4. Planned activities

Purchases of natural gas

In H2 2013, PGNIG SA will continue to purchase imtpd gas under the long-term contract with
OO0 Gazprom Export and short- and medium-term gpplg agreements with European suppliers.
With a view to optimising the costs of gas purcsasiee Company will purchase natural gas on the
German market, under short-term agreements. Thevifjldse delivered using the virtual reverse flow
service on the Yamal gas pipeline.

Storage

In H2 2013, PGNIG SA will continue work on extenglithe Mogilno Underground Gas Storage
Cavern Facility and the Huséw Underground Gas §tofacility. The Company will also continue
the construction (begun in 2007) of the Kosakowdeasground gas storage cavern for high-methane
gas.

5. Risks related to trade and storage

Obligation to diversify imported gas supplies

The maximum share in total gas imports of gas itgde from one country in a given year is
determined in the Council of Ministers’ Regulatioh October 24th 2000 on the minimum level of
diversification of foreign sources of gas supplies2012, the President of the Energy Regulatory
Office instigated administrative proceedings to asp a fine on PGNIG SA for its failure to comply
with the obligation to diversify supplies of impedt gas in 2010 and 2011 — on May 11th and
December 5th, respectively. Similar administraiveceedings were instituted by the President of the
Energy Regulatory Office concerning PGNIG SA’s dedl to comply with the obligation to diversify
supplies of imported gas in 2007, 2008 and 2003 7809, 2010 and 2011 proceedings were
suspended ex officio until the conclusion of theO20and 2008 proceedings, held before the
Competition and Consumer Protection Court.

In order to avoid a similar situation in the future 2011 PGNIG SAsubmitted an inquiry to the
Constitutional Court concerning the compliance lid Council of Ministers’ Regulation of October
24th 2000 on the minimum level of diversificatiohforeign sources of gas supplies with the Polish
Constitution.

If the Regulation is not amended, the Presidenthef Energy Regulatory Office may continue
imposing fines on the Company for failing to complith the diversification requirement until gas
starts to be supplied from other sources (e.gutfitahe LNG terminal).

Derequlation of gas prices

PGNIiG SA is the largest supplier of natural gasPmland. However, the upcoming gas market
deregulation in Poland is bound to trigger majaarades, in the market itself and in the relatedllega
framework. In 2012, a natural gas market was laedcbn the Polish Power Exchange. Under a
decision issued by the President of the Energy Remy Office, natural gas trading handled by
PGNIG SA on the exchange is exempt from the taoiffigation. Also, in 2012, PGNIiG SA
commenced development of the Gas Release Progravhinh provides for a release of gas prices
paid by institutional customers, followed by a ese of gas prices for households (in 2-3 years)tim
Despite the protracted work on the project, a §éree energy acts, including the Gas Law, is€o b
enacted in 2013. As a result of the expected clsmrthe Company’s share in the natural gas sales
volume may fall to the benefit of both existing arelv gas trading entities.
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Storage

Pursuant to the Act on Mandatory Reserves, as tlf@c 1st 2012 the volume of mandatory reserves
must be increased from 20 to 30 days of averageshnmports and must be kept in gas storage
facilities whose technical parameters ensure dglieé the total reserves to the gas system witidin 4
days. Delivery of the total reserves to the gasesysvithin the statutory time limit is possible pmin
condition that the buffering capacity of the stadgcilities is increased at the cost of their vigk
capacity. This will result in a reduction of theadlable trading capacity.

Additionally, due to the required volume of mandgtoeserves and the technical parameters
necessary to deliver the gas to the system, afis@gni portion of the reserves were placed at the
Mogilno underground gas storage cavern, being BEltdaonly peak-demand storage facility. As a
result, the mandatory reserves significantly lithi¢ use of the Mogilno facility for balance purp®se
in periods of peak gas demand.
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Section VII: Other Activities

PGNIG SA'’s organisational unit classified in theh@t Activities segment is the Central Measurement
and Testing Laboratory Branch, which provides s@wiensuring accurate and reliable measurements
of natural gas quality and volume. It also perforabbration and testing of measurement devices and
systems used in the natural gas industry, includiegfing of new measurement and analysis
equipment. The Branch also offers advisory seryitesies opinions, prepares expert reports, and
validates and supervises field quality-testing fabaries.

In H1 2013, its main areas of activity included:

* Metrological inspections of measurement systemsthmn Yamal-Europe transit gas pipeline
(Polish section),

» Estimations of C@emission indicators on the Yamal-Europe transstgjpeline (Polish section),

* Metrological inspections and supervision of a measent station at the Polish border (Cieszyn),

» Metrological inspections of measurement systemisdistrial customers’ metering stations (18
facilities),

» Analytical supervision of process gas chromatogyajttiuding for settlements in energy units,

» Above-ground environmental testing at the undengdogas storage facilities,

» Calibration of measurement equipment used in nigaasettlements,

» Checking of natural gas measurement systems fgrutmoses of assessment of &issions by
large industrial emitters,

» Technological and meteorological supervision of maser attestation posts,

e Testing of ultrasound gas meters, including clampreters,

» Analyses of sulphur content in natural gas,

 Measurement oversight of process analyser systemsthe evaluation of gas quality in
transmission and distribution networks, at producsites and in storage facilities,

* Validations and measurement supervision of thed fiaboratories controlling the quality of
natural gases,

» Technical consultancy, mainly for LNG quality an@asurements control (as part of preparatory
work for completion acceptance of the LNG terming$winoujscie).

The Branch also participated in a consortium bogda laboratory for high-pressure calibration o ga
meters - an investment carried out by OGP GAZ-SYETEA. As a consortium member, the Branch
is responsible for the set-up and preparation ofidentation for the laboratory's quality management
system.

The Branch mainly rendered its services to PGNi@GuBrentities, EUROPOL GAZ S.A. and OGP
GAZ-SYSTEM S.A.

Planned activities

The Branch intends to continue the organisationmoglision of industry training programmes that it
launched in H1 2013. These involve training progras in power engineering and construction and
operation of gas networks, as well as verificatbgas network construction qualifications.

The Branch intends to maintain its position asl¢laeling research laboratory and an attestatiomesent
carrying out meteorological inspections of measmnsystems and devices used in the natural gas
industry. The Branch also intends to remain the ledpratory in the area of quality assessment of
natural gases of all types and forms, and of biogaaluation of measurement and process analyser
systems used to estimate £€nissions and other types of emissions; and irtba of measurement
supervision of field laboratories. The Branch dlgends to develop services related to measurement
and settlement of LNG shipments by sea.

Further, the Branch plans to expand research emosglume converters.
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Section VIII: Investments

In H1 2013, capital expenditure incurred by PGNi@& 8n property, plant and equipment and
intangible assets was PLN 635.1m. The table belasemts expenditure in the individual segments.

Capital expenditure (PLNm)

H1 2013
Exploration and Production 497.0
Trade and Storage 116.2
Other Activities 21.9
Total 635.1

The following are the key projects implemented BNG SA in H1 2013.

Exploration

Capital expenditure incurred by PGNIG SA on expiorawork of PLN 239m was incurred chiefly
on geophysical surveys, three wells drilled witlsifee results and wells on which work is still wnd
way.

Lubiatéw-Miedzych6d-Grotéw project

The objective of the project is to develop the latdiv-Miedzychdéd-Grotéw (LMG) oil and gas field
and to facilitate the transport, storage and shlerwale oil, natural gas, liquid sulphur and propan
butane from the LMG Oil and Gas Production Facilitie LMG project involves:

» Construction of the LMG Central Facility to serve a hub for collection, distribution and
treatment of reservoir fluids

» Construction of the Dispatch Terminal in Wierzbsal{-project completed in previous years)

e Construction of a gas pipeline to the Grodziskagjén rejection unit to provide for transmission
of surplus gas from the LMG Oil and Gas Producfaeility to the Grodzisk nitrogen rejection
unit.

In H1 2013, the LMG Central Facility was put intengce. Total expenditure incurred on the
construction of the Facility amounted to approxiehatPLN 1,460.1m. The construction of a high-
pressure gas pipeline from the Wierzbno terminath® Papré gas production facility was also
completed in June 2013. Expenditure on the entiogept incurred in H1 2013 amounted to PLN
176.1m.

Other investment projects in the Exploration anodBection segment

Other investment projects involved the developmangas reserves (including already producing
fields), projects executed in order to sustainestare hydrocarbon production rates, and projects f
the operation of the hydrocarbon production aré®. KHey investment projects included:

» Upgrade and extension of the existing gas produdtoilities;
» Completion of the development of the Rylowa-Rajgks field;
» Development of the Lisewo gas field;

e Drilling work and development of a well in the Riadiield;

» Development of wells in the Wola Raniecka field.
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Drilling of the Kskzpol 19 well.

Trade and Storage

In H1 2013, the capital expenditure of the Tradd Storage segment amounted to PLN 116.2m, of
which PLN 81.2m was spent on the underground gaage facilities. Major projects in the area of
underground gas storage facilities included:

Completion of the construction of the surface sectf the Wierzchowice Underground Gas
Storage Facility and start-up work on the gas tigecand withdrawal unit;

Continued construction of the surface section efkbsakowo Underground Gas Storage Facility
and continued leaching work in the caverns;

Continued leaching work in the caverns of the MumilUnderground Gas Storage Cavern
Facility;

Commencement of work on the extension of the Hustnerground Gas Storage Facility up to
500 mcm of storage capacity.
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Section IX: Environmental Protection

Well and extraction pit abandonment

Pursuant to the Polish Geological and Mining LakgNfG SA is required to properly abandon
worked-out extraction pits, eliminate the dangedt eapair any damage caused by mineral extraction,
and restore the land to its original condition.dgjimg of wells and pits prevents leakage of cruitle o
and natural gas to the surface and into water esufSurthermore, if gas wells remain unplugged,
there is a risk that escaping gas could accumiriaige, posing a fire hazard. In H1 2013, a totdl®
wells and 13 extraction pits were abandoned.

Carbon credit trading system

In H1 2013, PGNIG SA reviewed annual reports onbgardioxide emissions for 2012. After
reconciling its C@Qemissions with emission rights held, and afteiceliimg used allocations for 2012,
the remaining amount was 14,327 Mg £ free emission units. In 2012, the Odolanéw Braand
the Zielona Géra Branch, as well as the Mogilno égdound Gas Storage Cavern Facility, were
covered by the scheme, with emissions from thostliations totalling 85,655 Mg GOIn H1 2013,
emissions from the installations were 36,726 Mg.CO

Land reclamation and non-productive asset surveying

Pursuant to the Environmental Protection Law, PGEEconducts diagnostic tests, surveys and land
reclamation work in areas polluted in the courspast activities, with a view to restoring thenthe
conditions required under environmental qualityndeads. In H1 2013, land reclamation work was
completed on the property in Kargowa, and the seabage of land reclamation work was launched
on the property in Radkéw. The land reclamation knvowolves decommissioning of tar pits and
removal of local soil contaminations (most oftemirid near reservoirs) through their extraction and
neutralisation by operators contracted by the Caoyparhe Company also monitored the
environmental impact of the reclaimed landfill SiteZabrze-Biskupice, and a property in Zabrze.

REACH and CLP

In H1 2013, PGNIG SA performed tasks related teesvipion of compliance by subcontractors using
chemical substances in operations in wells withrdgulations of the European Parliament and the
Council of the European Union on safe use of chalmiREACH) and on the classification, labelling
and packaging of substances and mixtudsPj. A research institute was also contracted toergvi
the correctness of the information contained ingrm/ided data sheets for the chemical substances
and mixtures used, as well as of their classificatind labelling. All those measures are carrigdmu
confirm the characteristics of the substances asebidentify any potential hazards to the natural
environment and human safety.

Environmental Management System

In H1 2013, PGNIiG SA completed the first stage lné implementation of the Environmental
Management System in its trading branches. As phathe work, an environmental review was
performed.
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Section X: Other Information

Distribution of the 2012 profit

On May 22nd 2013, the Annual General Meeting of R&NA adopted a resolution on the
distribution of the 2012 PLN 1,918.5m net profihéelprofit was distributed as follows:

« PLN 1,151.5m was allocated to the Company’s statuaserve funds

« PLN 767.0m was allocated for dividend paymentsi¢@ind per share of PLN 0.13).

In addition, retained earnings of PLN 625.9m wellecated to the Company’s statutory reserve
funds.

The Annual General Meeting of PGNIG SA set Julyh20013 as the dividend record date and
October 3rd 2013 as the dividend payment date.

Discharge granted to Management Board and Supeyvszard members in respect of their duties

On May 22nd 2013, the Annual General Meeting of R&&SA approved the financial statements and
the Directors’ Report on the operations of PGNiG 8é&well as the consolidated financial statements
and the Directors’ Report on the operations of R@NIG Group, and granted discharge to members
of the Management and Supervisory Boards of PGMGnSespect of their performance of duties in
the financial year 2012.

Legal actions against Pl GAZOTECH Sp. z o0.0.

Proceedings concerning PGNIG SA’s action againsSeRZOTECH Sp. z 0.0. to rescind or declare
the invalidity of resolutions by the General Megtiof PI GAZOTECH Sp. z 0.0., dated April 23rd

2004, including the resolution obliging PGNIG SApay additional contributions in the amount of
PLN 52m, were held in turn before the Regional €otiWarsaw, the Warsaw Court of Appeals and
the Supreme Court. On June 25th 2010, the Regmait granted PGNIG SA'’s claims and declared
the resolution concerning share redemption anaeaselution concerning the additional contributions
invalid. On November 12th 2010, PI GAZOTECH Sp..a. diled an appeal with the Regional Court,
together with a request for a court fee waiver.vByue of its decision of December 14th 2011, the
Court of Appeals dismissed Pl GAZOTECH Sp. z o.appeal. The decision was final. On April 24th
2012, PI GAZOTECH Sp. z 0.0. lodged a cassationptiamt. By virtue of its decision of March 13th

2013, the Supreme Court refused to accept the ta@sseompliant for consideration. Thus the
proceedings in this case were concluded.

Proceedings based on PGNiIiG SA'’s action againstA2Ia ECH Sp. z 0.0. to rescind or declare the
invalidity of the resolution of the General MeetiaPlI GAZOTECH Sp. z 0.0., dated January 19th
2005, whereunder PGNIG SA was obliged to pay adithli contributions in the amount of PLN

25,999,998, were held before the Regional CoultVafsaw and the Warsaw Court of Appeals. By
virtue of its ruling of October 18th 2010, the Rawal Court of Warsaw invalidated the resolution. On
November 12th 2010, PI GAZOTECH Sp. z o.0. filedagpeal with the Regional Court, together
with a request for a court fee waiver. By virtuatefdecision of June 22nd 2012, the Warsaw Cdurt o
Appeals dismissed Pl GAZOTECH Sp. z 0.0.’s appEla¢ decision is final. On October 30th 2012,
Pl GAZOTECH Sp. z o.0. lodged a cassation complagainst that decision. As at the date of this
report, the Supreme Court’s decision to hear arseeto hear the cassation complaint was pending.

Proceedings before the President of the Polishc©ftif Competition and Consumer Protection

(UOKIK)

On December 28th 2010, the President of the PQlfflce of Competition and Consumer Protection
("UOKIK") instigated, ex officio, anti-trust procdags concerning alleged abuse by PGNIiG SA of its
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dominant position on the domestic natural gas wdaéemarket, which consisted in inhibiting sale of
gas against the interest of other business playrecensumers and in frustrating the development of
market conditions necessary for the emergence @lajgment of competition by refusing to sell gas
fuel under a comprehensive supply contract to drepreneur that intended to further resell the gas,
i.e. NowyGaz Sp. z o.0. of Warsaw. In its decisafnJuly 5th 2012, the President of the UOKIK
found these practices to be anti-competitive, aatedl that PGNIG SA had discontinued those
practices as of November 30th 2010, and imposeith@Company a fine of PLN 60,016,474.40. On
July 24th 2012, PGNIG SA filed an appeal againetdicision of the President of the UOKIiK with
the Competition and Consumer Protection Court @tRkgional Court of Warsaw. As at the date of
these financial statements, the Competition ands@mer Protection Court had not notified PGNIG
SA of a hearing date.

On February 9th 2012, the President of the UOKIKtigated anti-trust proceedings concerning
alleged employment by PGNIG SA of practices infrggcollective consumer interests. The President
of the UOKIK accused PGNIG SA of using, in compmetiee gas fuel supply contracts, a provision
classified as an abusive clause. In the coursdefptoceedings, PGNIG SA voluntarily agreed to
revise certain contractual provisions. By virtueaadecision of August 10th 2012, the Presidenhef t
UOKIK resolved not to impose a fine on the Compang obliged the Company to introduce a new
form of comprehensive agreement containing revigateral provisions. PGNIG SA is in the process
of fulfilling this obligation.

On February 22nd 2013, the President of the UOKiktijated anti-trust proceedings concerning
alleged employment by PGNIG SA of practices infrggcollective consumer interests. The President
of the UOKIK accused PGNIG SA of using provisioassified as abusive clauses in contract forms
based on which comprehensive gas fuel supply otstrare concluded. PGNIG SA initiated an
investigation and submitted a motion to the Predidé the UOKIK for a commitment decision. On
June 28th 2013, the President of the UOKIK issuedommitment decision that concluded the
administrative proceedings against PGNIG SA. Thesident of the UOKIK did not impose a fine on
the Company in this case. PGNIG S.A. is in the @ssof fulfilling this obligation.

On April 3rd 2013, the President of the UOKIK imgstied anti-trust proceedings concerning abuse by
PGNIG SA of its dominant position on the domestibolesale and retail natural gas market,

consisting in impeding the development of markenditions necessary for the emergence or

development of competition through:

. limiting the ability of business customers to reglacdered volumes of gas fuel and contractual
capacity,

. limiting the ability of business customers to régek fuel,

. requiring that business customers define the maximolume of gas fuel purchased for resale
in the contract,

. refusing to grant wholesale customers the riglat partial change of supplier.

PGNIG SA initiated an investigation and submittechation to the President of the UOKIK for a
commitment decision.

In the case referred to above, the President oUthKiK may impose on PGNIG SA a fine of up to

10% of the revenue generated by the Company ifirthacial year preceding the date of the decision
imposing the fine.
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Section Xl: Financial Performance

The interim condensed separate financial statentdi®ENIG SA for the six months ended June 30th
2013 have been prepared in accordance with thenattenal Financial Reporting Standards (IFRS) as
endorsed by the European Union ("EU") as at Juitie 3013.

The accounting policies applied in preparing therdm condensed separate financial statements are
presented in the interim consolidated financiatesteents of the PGNIG Group for the six months
ended June 30th 2013.

1. Financial performance
In H1 2013, PGNIG SA reported a net profit of PLM24m, an improvement of PLN 1,571m year on
year.

Summary information on PGNIG SA'’s financial perfamge in H1 2013 is presented below, in the
financial statements prepared in accordance wigh lthernational Financial Reporting Standards,
which comprise:

e statement of financial position,

* income statement,

» statement of cash flows,

» selected financial ratios.
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Separate statement of financial position (PLNm)

Property, plant and equipment 14, 14,098
Investment property 2 2
Intangible assets 228 204
Financial assets available for sale 8,177 7,263
Other financial assets 5,251 5,780
Deferred tax assets 352 397
Other non-current assets 45 47

Inventories 2,433 2,427
Trade and other receivables 3,326 5,172
Current tax assets - 24
Other assets 71 17
Derivative financial instrument assets 340 105
Cash and cash equivalents 1,603 1,034
Non-current assets held for sale 130 73
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Separate statement of financial position (PLNmyrtc

Share capital 5,900 5,900
Share premium 1,740 1,740
Accumulated other comprehensive income 37 (66)
Retained earnings 15,057 14,400

Borrowings and other debt instruments 4,473 4,390
Employee benefit obligations 98 89
Provisions 1,481 1,576
Deferred income 569 559
Deferred tax liabilities 608 632
Other non-current liabilities 43 41

Trade and other payables 2,802 2,763
Borrowings and other debt instruments 2,501 3,879
Derivative financial instrument liabilities 237 393
Current tax liabilities 95 -
Employee benefit obligations 98 190
Provisions 210 152
Deferred income 13 5

Page 43 of 49



Directors’ Report on operations of PGNIG SA in HI13

Separate income statement (PLNm)

Finance income

649

Raw materials and consumables used (8,904) (9,677)
Employee benefit expense (383) (400)
Depreciation and amortisation expenses (353) (274)
Services (3,199) (2,952)
Work performed by the entity and capitalised 7 5
Other income and expenses (54) 427)

492

Finance costs

Income tax

(280)

(254)

(161)

79

Separate statement of cash flows (PLNm)

Net cash flows from operating activities 3,036 37
Net cash flows from investing activities (916) (3,935)
Net cash flows from financing activities (1,551) 3,679

Cash and cash equivalents at beginning of thegberio 1,034 935
Cash and cash equivalents at end of the period 6031, 716
including restricted cash 233 715
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Financial ratios

Profitability
H1 2013 2012
EBIT (PLNm)operating profit 1,309 -557
EBITDA (PLNm) operating profit + depreciation/amortisation 1,662 -283
ROE net profit to equity at end of the period 6.3% -0.7%
NET MARGIN net profit to sales revenue 10.0% -1.1%
ROA net profit to assets at end of the period 4.0% -0.4%
Liquidity
Jun 30 2013 Dec 31 2012
CURRENT RATIOcurrent assets (net of other assets) to current 13 12
liabilities
QUICK RATIO current assets (net of other assets) less
inventories to current liabilities 0.9 0.9
Debt
Jun 30 2013 Dec 31 2012
DEBT RATIO total liabilities to total equity and liabilities 36.8% 40.0%
DEBT/EQUITY RATIO total liabilities to equity 58.2% 66.8%

Year on year, the Company’s EBIT improved by PLR66m. The strengthening of the Company’s
financial position was attributable chiefly to thagher profitability of high-methane gas sales and
higher sales of crude oil.

The rise in profitability of high-methane gas saleas caused mainly by a reduction in the unit

purchase price of imported gas. The November 20h2xato the contract with OO0 Gazprom Export

of September 25th 1996 for sales of natural gabédRepublic of Poland changed the pricing terms
for supplies of natural gas, including with respiecthe gas volumes purchased since the beginriing o
2012. The financial effect of the agreement waogeised as a one-off item in the Company’s

accounting books in November 2012.

The amendment to Gas Fuel Supply Tariff No. 5/2042 been in effect since January 1st 2013. The
new tariff brought about a 6.7% decrease in theameeprices and charge rates for the supply of-high
methane gas to customers. Although the unit prigeported natural gas was lowered, the new tariff
is still insufficient to fully cover the cost of ggurchase.

The margin on high-methane gas sales also imprthaetks to the weakening of the US dollar, which
is the currency used in gas import transactions. UBD/PLN exchange rate fell by 2.9% relative to
H1 2012.

The volume of crude sold by the Company grew by @@0611 2012.

Higher crude sales volumes were driven by the lawigroduction from the Lubiatéw, Milzychéw
and Grotow (LMG) oil and gas fields in Poland a #nd of 2012 and the beginning of 2013.
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Also, other income and expenses, up PLN 373m o2M2, formed a significant contribution to the
Company’s operating performance. This increasechifly attributable to higher unrealised foreign
exchange gains under gas supply payables, as wdheaimprovement of the result on forward
transactions. In addition, the figure was also migtg affected by the reversal of impairment Iasse
on tangible assets tested for impairment, and rétiog of a provision for purchase of energy
efficiency certificates (white certificates).

The Company’'s result on financing activities was RipN 38m on H1 2012, chiefly on higher
dividends received.

The improvement in the Company’s financial positiems reflected in its key financial ratios. Return
on equity (ROE) improved from -0.7% to 6.3%. Retamassets (ROA) was 4%, against -0.4% 2012,
and net margin grew from -1.1% to 10.0%.

As at June 30th 2013, total assets recogniseceigdparate statement of financial position were PLN
35,962m, down PLN 681m on the end of June 2012.

Assets

Property, plant and equipment, of PLN 14,004m athatend of June 2013, down PLN 94m (1%)
relative to December 31st 2013, was the largest ib¢ the Company's assets. The decrease in
property, plant and equipment was primarily causgdhe lease of the high-pressure pipeline (from
the Kaician Natural Gas Mine to KGHM Polkowicékikowice) to Wielkopolska Spoétka Gazownictwa
Sp. zo.0.

Financial assets available for sale are anotheomitgjm of assets. As at June 30th 2013, theyl¢otal
PLN 8.177m, up PLN 914m on the end of December 2012 increase was attributable to the
Company’s higher ownership interest in PGNIG TERMIISA. PGNIiG TERMIKA SA’s equity
increased following the acquisition of PGNIiG SPM1. & 0.0. and conversion of its debt to PGNIG
SA (under an assumed loan) to equity.

Other financial assets stood at PLN 5.251m, dowN BR9m on December 31st 2012. This decline
was caused by repayment of loans by related paatiesthe conversion of the loan advanced to
PGNIG SPV1 Sp. z 0.0. to PGNIiG TERMIKA SA’s equity.

As at June 30th 2013, current assets stood at PBOBmM, down PLN 949m (or 11%) relative to
December 31st 2012.

As at June 30th 2013, the Company's inventoriesuated to PLN 2,433m, close to the corresponding
figure for the end of December 2012. The inventoriksclosed in the balance sheet primarily
represent gas stored in the underground gas sttaeitjses.

Trade and other receivables fell by PLN 1,846m (B6&fative to the end of 2012. This change was
attributable chiefly to a seasonal decrease inivabkes from gas sales and to a settlement of OOO
Gazprom Export's liabilities towards PGNiIG SA untiez annex of November 2012 to the Contract
with OO0 Gazprom Export for sales of natural gathtoRepublic of Poland of September 25th 1996,
as well as to the change in the balance of publesd

Cash and cash equivalents stood at PLN 1,603mLdp589m on the end of 2012, owing primarily
to the Company's improved operating margin.

The value and structure of current assets helthéyCompany guaranteed its ability to settle litibgi

in a timely manner. Current ratio was 1.3 compawétl 1.2 as at the end of December 2012, while
quick ratio remained unchanged at 0.9.
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Liabilities and equity

Equity is the primary source of financing of thengmany’s assets. Relative to December 31st 2012,
the Company’s equity rose by PLN 760m (or 3%). Tdiange was chiefly the outcome of net profit
reported for the period.

As at June 30th 2013, non-current liabilities wetdN 7,272m, slightly down (PLN 15m) on the end
of December 2012. The change is chiefly attribitabla PLN 95m reversal of provisions for costs of
well decommissioning and a PLN 83m increase indairgs and debt instruments.

Current liabilities were down PLN 1,426m (19%) ¢re tend of 2012, mostly as a result of a PLN
1,378m decline in the value of borrowings and destruments, caused chiefly by the redemption of
notes issued.

Due to the decrease in external financing usedhieyGompany, the ratios of equity to liabilities
changed. Debt to equity was down from 66.8% to %8.Rebt ratio (total liabilities to total equity @n
liabilities) fell from 40.0% to 36.8%.

Transactions concluded on non-arm’s length terms

In H1 2013, PGNIG SA and its subsidiaries did naee into any material related-party transactions
on non-arm’s length terms.

Guarantees and sureties

In H1 2013, PGNIG SA and its subsidiaries did naing any borrowing sureties or guarantees to any
entity where the total value of such sureties aargatees would represent 10% or more of PGNIG
SA’s equity.

The Company'’s ability to meet published financ@kfcasts

In H1 2013, the Company did not publish any finahfirecasts.

2. Projected future financial performance

Key factors with a bearing on PGNiG SA’s finangi@rformance will include crude oil and natural
gas prices on the international markets, the cmmditprevailing on the currency markets, and the
stance taken by the President of the Energy Regyl&ffice with regard to gas fuel tariffs.

The prices of crude oil, petroleum products andirgtgas are an essential factor determining the
PGNIG SA’s financial position. Relative to H1 201Re average price of Brent crude fell 2.3%. If the
current trend prevails over the following monthswill have a positive effect on the Company’s
regulated activities.

Gas prices on global markets will be driven prirtyally the pace of economic recovery in individual
countries. Despite a higher global supply of ndtges, caused by increased production of gas from
unconventional deposits, the economic upturn magbthe market prices of gas, raising costs related
to gas imports for PGNIG SA.

The Company’s financial performance depends t@ifegant extent on conditions prevailing on the
currency markets. In H1 2013, the US dollar dejted against the ztoty. Further weakening of the
dollar will lower the PLN-denominated purchase sasftimported high-methane gas, translating into
stronger financial performance by the Company.
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Other drivers of the Company's performance arerdltes and charges provided for in the gas fuel
tariffs. As of January 1st 2013, a new, lower fanifis introduced for high-methane gas, which is
insufficient to fully cover the cost of its acquish. As the tariff expires on September 30th 2043,
July 2013 PGNIG SA applied to the President ofEhergy Regulatory Office for approval of the new
gas fuel supply Tariff.

In December 2012, the Company started to tradataral gas on the Polish Power Exchange (TGE),
which by virtue of a decision by the Presidentta Energy Regulatory Office, is exempt from the
tariff obligation. In February 2013, the Presidefitthe Energy Regulatory Office announced the
exemption of power utilities from the obligation $abmit wholesale gas trading tariffs for approval.
The draft act amending the Energy Law and cert#tieroacts (the so-called Small Energy Three-
Pack) provides for an obligation to sell 30% of & into the transmission network in Poland on the
energy exchange (in 2013; 40% in 2014). Becausehef uncertainty concerning the date of
introduction of the act and its final scope, itdifficult to produce forecasts, even for the next s
months.

Since January 1st 2013, PGNIG SA, as a trading aogphas been obliged to purchase energy
efficiency certificates (white certificates) in taeount set in the Energy Efficiency Act or elsgpay

a buy-out price. This obligation drives up the cokregulated activities and is not reflected ie th
existing tariff.

At the transition of 2012 into 2013, PGNIG SA labed production from the Lubiatow, Mizychod
and Grotéw oil and gas fields. This enabled the gamy to increase crude oil production and will
have a positive effect on PGNIG SA's financial perfance. In H1 2013, the Company intensified
exploration for both conventional and unconventidmgdrocarbon deposits, but the first economic
effects of this effort will only be visible afteegeral years.

In H2 2013, PGNIG SA intends to maintain a highelesf capital expenditure. Spending will focus on
projects involving maintenance of hydrocarbon puatidun capacities, diversification of gas supply
sources, and projects related to the exploratioramal appraisal of crude oil and natural gas déposi
and development of the Company’s power generaggment.
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Members of the Management Board

Vice-President of the

Management Board Jerzy Kurella

Vice-President of the

Management Board Jacek Murawski

Vice-President of the

Management Board Mirostaw Szkatuba
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