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When we reported on PKN ORLEN's operations a year ago, we knew that it would be a great
challenge to improve or even maintain our financial performance levels. Our consistent
initiatives towards building company value proved successful despite the deteriorating
macroeconomic environment. in 2016 PKN ORLEN delivered a record-high net profit
of PLN 5.4bn, up PLN 4.3bn year on year. Importantly, the Company was again able to pay
dividend, of PLN 2 per share, and to strengthen its financial position.

To be better prepared for future challenges, PKN ORLEN developed a new strategy for
2017-2021, which was unveiled at the end of last year. While the strategy's cornerstones
have not changed, the growth directions formulated in the document are intended to keep the
Company abreast with global trends in the use of energy sources, technological progress,
and changes in the society.

Our efforts won us appreciation from the Shareholders, with our stock reaching PLN 75.40
per share at the end of November 2016, and PKN ORLEN topping the list of the most
valuable companies on the Warsaw Stock Exchange for the first time. In March 2017 stock
has reached over PLN 100 per share.

Last year, we continued to focus on growing PKN ORLEN'’s value. In the Downstream
segment, we initiated the key project to build a metathesis unit in Ptock, which is expected to
strengthen the Company’s position on the petrochemical market by expanding propylene
production to 550,000 tonnes annually. At the beginning of 2017, another important venture,
namely construction of a visbreaker unit, moved into the execution phase. It is intended to
improve crude distillate yields and thus increase the fuel yield per barrel of oil. The work
undertaken on this project led to PKN ORLEN signing an agreement to purchase the licence
and front-end-engineering design for the visbreaker technology. In power generation,
we proceeded with the construction of Poland’'s two largest CCGT units, in Wioctawek
and Ptock. In an attempt to improve energy self-sufficiency of our petrol stations, pilot
photovoltaic solar energy projects were implemented in 2016 at selected sites. Work was
also initiated to deploy wind turbines and pilot electricity storage units at the petrol stations.

It should be emphasized that while increasing its output, the Ptock plant is steadily reducing
its environmental footprint. 2016 was the first full year of operation of the flue gas
desulphurisation unit at the CHP plant in the Plock refinery. Designed in keeping
with the best global flue gas treatment technologies, it contributed to the excellent emissions
performance of the Plock plant: the key parameters did not exceed even half of the
permitted, safe levels.

Our retail segment, the flagship of the ORLEN brand among individual customers, once
again reported record-high financial and operating results, which we perceive as proof of
trust and high ratings of our products and services on the market. In an effort to
accommodate new trends and customer expectations, last year we focused on ensuring
uniform standards across our retail chain and on expanding the product range.
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At the same time, we continue to further develop the projects which proved a large success
in the past, such as our Stop Cafe and Stop Cafe Bistro catering concepts. At the end of
2016, we operated 1,500 Stop Cafe and Stop Cafe Bistro outlets within our network.

In Upstream, besides the work on our foreign licences, we continued exploration efforts
in Poland. After a relevant letter of intent was signed, we started drilling in the Poznar area
in cooperation with PGNiG, and as part of activities pursued independently, we launched
a drilling programme in the Krakéw province.

Sustainable, long-term growth of PKN ORLEN would not be possible without secure
feedstock supplies. Last year, we meaningfully strengthened the security of supplies, e.g.
by extending our contract with Saudi Aramco for another year. We also signed, on very
favourable terms, a long-term gas supply contract with PGNiG. Although we already have a
secure and well-diversified portfolio of suppliers, we intend to look for ways to further improve
our position in this respect. Examples include a delivery of crude oil from Iran and supplies of
alternative crudes.

In 2016, PKN ORLEN expanded its efforts to explore new internal and external sources of
innovation and to strengthen an innovation culture within the organisation. We set up
an employee innovation programme, called the ‘Inventor’, to encourage staff to come up with
new technology ideas that could find applications within our Group. We also launched an
external online collaborative platform for sharing knowledge on new technologies, called
‘Innovations Start-ups’, and we closed our global crowdsourcing competition to find solutions
for recovery and utilisation of low-temperature heat.

We are glad to see that the market and independent experts recognise our ability to deliver
on our objectives and also appreciate how we achieve them. Last year, we were named
‘The World’s Most Ethical Company’ for the third consecutive year, and we were awarded the
‘Top Employer Polska’ titie. Our 2015 Integrated Report and financial statements ranked high
in the Best Annual Report awards programme. This year, we secured a coveted place in the
Global Finance list of companies recognised for excellence in currency risk management,
and, what should be of interest to all our staff, we won the ‘Safety Leader' title from the
Polish Office of Technical Inspection. PKN ORLEN has long been a constituent of the WSE's
RESPECT Index of socially responsible companies. In 2017, PKN ORLEN shares were
included in the FTSE4 Good Emerging Index, measuring the performance of companies from
more than 20 countries which demonstrate strong Environmental, Social and Governance
(ESG) practices.

In 2016, PKN ORLEN demonstrated that its growth creates value for all stakeholders. | would
like to thank all those who contributed to our excellent performance - our employees, whose
role in delivering the ambitious goals was indispensable, and the members of our
Supervisory Board for their work and the trust they placed during this past year. Our strong
position gives us confidence of a good future ahead.

Wojaiech Jasinski

President of the Management Board, CEO
PKN ORLEN S.A.



=EEEE Q VMer>rQEHQ

PoIskl Koncermn Nartowy ORLEN
S0Ka ACyna

Opinion and Report
of the Independent Auditor
Financial Year ended

31 December 2016

© 2017 KPMG Audyt Sp. z 0.0., a Polish limited liability company and a member firm of the KPMG network
of independent member firms affiliated with KPMG International Cooperative
(“KPMG International”), a Swiss entity. All rights reserved.



EEEE A Ve>rQRQ

KPMG Audyt Sp. z o0.0.

ul. Inflancka 4A

00-189 Warszawa, Polska

Tel. +48(22) 528 11 00

Faks +48 (22) 528 10 09

kpmg@kpmg.pl
This document is a free translation of the Polish original. Terminology current
in Anglo-Saxon countries has been used where practicable for the purposes

of this translation in order to aid understanding. The binding Polish original
should be referred to in matters of interpretation.

OPINION OF THE INDEPENDENT AUDITOR

To the General Meeting of Polski Koncern Naftowy ORLEN Spétka Akcyjna
Opinion on the Separate Financial Statements
Opinion

We have audited the accompanying separate financial statements of Polski Koncern Naftowy
ORLEN Spotka Akcyjna, with its registered office in Plock, ul. Chemikéw 7 (“the Company”),
which comprise the separate statement of financial position as at 31 December 2016, the
separate statement of profit or loss and other comprehensive income, the separate statement of
changes in equity and the separate statement of cash flows for the year then ended and notes
comprising a summary of significant accounting policies and other explanatory information.

In our opinion, the accompanying separate financial statements of Polski Koncern Naftowy
ORLEN Spétka Akcyjna:

e give a true and fair view of the financial position of the Company as at 31 December 2016
and of its financial performance and its cash flows for the year then ended, in accordance
with International Financial Reporting Standards as adopted by the European Union;

e comply, in all material respects, with the applicable regulations and the provisions of the
Company’s separate articles of association that apply to the Company’s financial
statements; and

e have been prepared from accounting records, that, in all material respects, have been
properly maintained.

Basis for Opinion

We conducted our audit in accordance with section 7 of the Accounting Act dated 29 September
1994 (Official Journal from 2016, item 1047 with amendments) (“the Accounting Act’) and
International Standards on Auditing (IAASB) as adopted by the resolution dated 10 February
2015 of the National Council of Certified Auditors as the National Standards on Assurance
(,National Standards on Assurance”). We are independent of the Company in accordance with
the Code of Ethics for Professional Accountants of the International Ethics Standards Board for
Accountants’ as adopted by the resolution of National Council of Certified Auditors dated
13 June 2011 (“IESBA Code”) and the impartiality and independence requirements as
described in Art. 56 points 3 and 4 of the Act on Certified Auditors and their Self-Governance,
Audit Firms authorized to Audit Financial Statements and Public Oversight dated 7 May 2009
(Official Journal from 2016, item 1000) and have fulfilled other ethical responsibilities in
accordance with these regulations and the IESBA Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

KPMG Audyt Sp. z 6.0., a Polish limited liability
company and a member fir
independent member firms
International Cooperati

a Swi ntity.

Al rights reserved. Printed in Poland

with KPMG
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Key Audit Matters

On terms agreed with the Management Board of Polski Koncern Naftowy ORLEN Spétka
Akcyjna, our audit work has been undertaken so that we might state to the Company's
shareholders key audit matters that we are required to state to them in an auditor's opinion and,
in respect of reporting, as if International Standard on Auditing 700 (Revised January 2015)
applied.

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the separate financial statements of the current period. These matters were
addressed in the context of our audit of the separate financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on them.

1. Impairment of shares in related parties and property, plant and equipment and
intangible assets

The net carrying amount of shares in related parties as at 31 December 2016: PLN
8,905 million; net decrease in impairment allowance of shares in related parties, recognized in
2016: PLN 1,117 million (including reversal of impairment allowance of shares in Orlen Lietuva
of PLN 1,150 million and recognition of impairment allowance of shares in Orlen Oil of PLN 33
million); total impairment allowance of shares in related parties as at 31 December 2016: PLN
8,354 million.

The net carrying amount of property, plant and equipment and intangible assets as at
31 December 2016: PLN 15,965 million, net decrease in impairment allowance of property,
plant and equipment recognized in 2016: PLN 3 million, total impairment allowance of
property, plant and equipment and intangible assets as at 31 December 2016: PLN 245 million
(including impairment allowance of property, plant and equipment of PLN 185 million and
impairment allowance of intangible assets of PLN 60 million) .

We refer to the separate financial statements: Note 7.1.4 ,Other operating income”, Note 7.1.5
,Other operating expenses”, Note 7.1.6 ,Finance income and costs”, Note 7.2.1 “Property,
plant and equipment”, Note 7.2.2. “Intangible assets”, Note 7.2.3. ,Shares in related parties”,
Note 7.2.4. ,Impairment of non-current assets”.
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Key audit matter

As discussed in note 7.2.4. to the separate
financial statements, on 15 December 2016
the Management Board and Supervisory
Board of the Company approved the Strategy
for ORLEN Group for the years 2017-2021
(,Strategy”). Changing market environment of
ORLEN Group forced the outlining of a new
strategy and new financial and operational
objectives of the Company for the next five
years, together with a need for an update of
existing macroeconomic assumptions. As a
result the Company considered it necessary to
update the impairment tests of non-current
assets.

Impairment tests included shares and stocks,
where each related party entity has been
treated as a separate cash generating unit and
property, plant and equipment and intangible
assets, which have been grouped together to
the cash generating units identified by the
Company.

Determining the recoverable amounts of the
assets requires a number of significant
judgements and estimates, especially in
respect of the amount of future cash flows
and the applied discount rate. In particular
this assessment was performed based on the
projected discounted cash flows included in
the approved Strategy Medium-Term Plan for
the years 2017-2021. The projected operating
cash flows from refining and petrochemical
activities are influenced by long-term
macroeconomic assumptions concerning
level of refining and petrochemical margins,
while cash flows from upstream activities are
influenced by assumptions concerning future
crude oil and gas prices. These projections
are exposed to significant variability due to
changing market conditions.

Our response
Our audit procedures included among others:

e evaluating the appropriateness of the
allocation of assets to cash generating
units;

e critical assessment of the Company’s
assumptions and estimates used to
determine the recoverable amount of
shares and stocks and property, plant
and equipment and intangible assets,
using our internal valuation specialists.
This included:

— assessing the reasonableness of key
macroeconomic  assumptions for
particular years applied by the
Company (including those relating to
discount rates, crude oil and gas
prices, Ural/Brent differential, refining
and petrochemical model margin,
exchange rates and fuel
consumption) against market data
and the results of studies of external
experts obtained by the Company;

— assessment of the discounted cash
flows model used by the Company in
terms of its compliance with the
relevant financial reporting
standards, and

— critical assessment of assumptions
applied in determining cash flows
and the residual values after the
period covered by the Strategy.

e evaluating the Company’s analysis of the
sensitivity of the results of impairment
tests, in particular in respect of the
assumptions with the greatest potential
effect on the test results, i.e those
relating to discount rates and operating
earnings before the deduction of
depreciation, amortization and
impairment allowances;

e evaluating the adequacy of disclosures in
respect of impairment.
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2. Litigation and claims

The carrying amount of provisions for administrative and court proceedings as at 31

December 2016: PLN 83 million.

We refer to the separate financial statements: Note 7.2.9.4. ,Other provisions”, Note 7.4.5.
»contingent assets and liabilities”, Note 8 ,Information concerning significant proceedings in
front of court, body appropriate for arbitration proceedings and in front of public

administration bodies”.
Key audit matter

In the normal course of the Company’s
business, potential exposures may arise
from administrative and court
proceedings. Whether a liability or
contingent liability is recognized or
disclosed in the separate financial
statements is inherently uncertain and is
dependent on a number of significant
assumptions and judgements. The
amounts involved are  potentially
significant and determining the amount, if
any, to be recognized or disclosed in the
financial statements, is inherently
subjective.

Our response

Our audit procedures included, among others:

monitoring external sources to identify
actual and potential non-compliance with
laws and regulations, both those specific
to the Company’'s business and those
relating to the conduct of business
generally;

reviewing legal expenses incurred during
the audited year and sending letters to the
attorneys providing legal services to the
Company, inquiring about litigations and
actual or potential claims and disputes;

assessing responses received to the
above inquiries and discussing selected
matters with the Company’s attorneys,
including the disputes with Agrofert
Holding a.s. and OBR S.A. (discussed in
Note 8.1 of the separate financial
statements);

reading minutes of the meetings of the
management and supervisory board and

also inspecting correspondence with
regulators;
critically —assessing the Company’s

assumptions and estimates (including
probability of negative result) in respect of
litigations and claims, including the
provisions recognized or contingent
liabilities disclosed in the separate
financial statements;

evaluating the adequacy and
completeness of disclosures detailing
significant legal and regulatory
proceedings.
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Management’s and Supervisory Board’s Responsibility for the separate Financial Statements

Management of the Company is responsible for the preparation, on the basis of properly
maintained accounting records, of financial statements that give a true and fair view in
accordance with International Financial Reporting Standards, as adopted by the European
Union and with other applicable regulations. Management of the Company is also responsible
for such internal control as management determines is necessary to enable the preparation of
the financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, Management of the Company is responsible for assessing
the Company's ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless management of the
parent company either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

According to the Accounting Act, Management of the Company and members of the
Supervisory Board are required to ensure that the financial statements and the report on the
Company’s activities are in compliance with the requirements set forth in the Act.

Members of the Supervisory Board are responsible for overseeing the Company's financial
reporting process.

Auditor’s Responsibility

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are derived from properly maintained accounting records and are free from material
misstatement, whether due to fraud or error, and to issue an auditor's opinion and report.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with National Standards on Assurance will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with National Standards on Assurance, we exercise
professional judgment and maintain professional scepticism throughout the audit. We also:

e |[dentify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than the one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management and related disclosures.
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e Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditor's report. However,
future events or conditions may cause the Company to cease to continue as a going
concern.

e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with members of the Supervisory Board regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide members of the Supervisory Board with a statement that we have complied
with relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

From the matters communicated with members of the Supervisory Board, we determine those
matters that were of most significance in the audit of the separate financial statements of the
current period and are therefore the key audit matters. We describe these matters in our
auditor's opinion unless law or regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

Specific Comments on Other Legal and Regulatory Requirements
Management Board Report on the activities of ORLEN Group and PKN ORLEN S.A
Management of the Company is responsible for the report on the Company’s activities.

Our opinion on the separate financial statements does not cover the report on the Company’s
activities.

As required by the Accounting Act and the Decree of the Ministry of Finance dated 19 February
2009 on current and periodic information provided by issuers of securities and the conditions for
recognition as equivalent of information required by the laws of a non-member state (Official
Journal from 2014, item 133 with amendments) (the “Decree”) we report that the Management
Board’s report on activities of ORLEN Group and PKN ORLEN S.A. includes the information
required by Art. 49 of the Accounting Act and the Decree and the information is consistent, in all
material respects, with the separate financial statements. Furthermore, based on our knowledge
about the Company and its environment obtained in the audit, we have not identified material
misstatements in the report on the Company'’s activities.
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As required by the Accounting Act and the Decree we report that the statement of corporate
governance, which is a separate part of the Management Board’s report on activities of ORLEN
Group and PKN ORLEN S.A,, includes the information required by paragraph 91 subparagraph
5 point 4 letter a, b, j and k of the Decree. Furthermore we report that the information identified
in paragraph 91 subparagraph 5 point 4 letter c, d, e, f, h and i of the Decree included in the
statement of corporate governance, in all material respects:

e has been prepared in accordance with the applicable regulations; and
e s consistent with the information contained in the separate financial statements.

Requirement of the energy law

The financial information presented in note 7.4.2. of the accompanying separate financial
statements comprising selected items of the statement of financial position as at
31 December 2016 and profit or loss account for the 12 month reporting period then ended,
separately for each activity, i.e. distribution of electric energy and trading in gas and other
explanatory information comprising a summary of significant accounting policies and the
supplementary information and explanations, including allocation principles for assets and
liabilities, revenues and expenses to each activity (jointly referred to as “regulatory financial
information”) has been prepared by management in accordance with basis for preparation
described in note 5.2 and note 7.4.2. of the accompanying separate financial statements to fulfill
the requirements of article 44 of the Energy Act dated 10 April 1997 (Official Journal from 2012,
item 1059 with amendments) (the “Act”), including within the scope of avoiding discrimination of
customers and cross- subsidisation between activities.

In our opinion, the regulatory financial information of Polski Koncern Naftowy ORLEN Spétka
Akcyjna as at 31 December 2016 and for the 12 month reporting period then ended has been
prepared, in all material respects, in accordance with the basis for preparation described in note

5.2 and note 7.4.2. of the accompanying separate financial statements, and article 44 point 2 of
the Act.

The content of the regulatory financial information is determined by regulations of the Act. Our
audit did not include an assessment of the adequacy of the information required by law for
preparation of the regulatory financial information, particularly within the scope of avoiding
discrimination of customers and cross-subsidisation between activities.

On behalf of KPMG AudyPSp. z 0.0.

ey emf ed Auditor
Regfstration No. 90047
ector

14 March 2017



=EEEE Q VMer>rQEHQ

POISK| Koncern Nartowy ORLEN
o0ika AKCYIna

Report on the audit

of the separate financial statements

Financial Year ended

31 December 2016

© 2017 KPMG Audyt Sp. z 0.0., a Polish limited liability company and a member firm of the KPMG network
of independent member firms affiliated with KPMG International Cooperative
(“KPMG International”), a Swiss entity. All rights reserved.



=EEEE Q VMer>rQEHQ

kPME

Polski Koncern Naftowy ORLEN Spétka Akcyjna
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Polski Koncern Naftowy ORLEN Spétka Akcyjna

The report on the audit of the separate financial statements
for the financial year ended 31 December 2016
TRANSLATION

General
General information about the Company

Company name
Polski Koncern Naftowy ORLEN Spétka Akcyjna
Registered office

ul. Chemikoéw 7
09-411 Ptock

Registration in the register of entrepreneurs of the National Court Register

Registration court: District Court for the Capital City of Warsaw in Warsaw,
XIV Commercial Department of the National Court Register

Date: 19 July 2001

Registration number: KRS 0000028860

Share capital as at
the end of the reporting period: PLN 534,636,326.25

Management of the Company

The Management Board is responsible for management of the Company.

As at 31 December 2016, the Management Board of the Company was comprised of the
following members:

President of the Management Board, Chief Executive Officer,
Vice-President of the Management Board, Chief
Financial Officer,

Vice-President of the Management Board, Corporate Affairs,

Member of the Management Board, Business Development
/Power and Heat Generation Officer,
Member of the Management Board, Production,

Member of the Management Board, Sales.

e Wojciech Jasinski
e Stawomir Jedrzejczyk

e Mirostaw Kochalski
e Piotr Chetminski

e Krystian Pater
e Zbigniew Leszczynski

On the basis of the resolution of the Supervisory Board dated 8 February 2016,
Mr. Marek Podstawa was dismissed from the position of Member of the Management Board,
Sales and Mr. Zbigniew Leszczynski was appointed to this position.

On the basis of the resolution of the Supervisory Board dated 8 February 2016,
Mr. Mirostaw Kochalski was appointed to the position of Vice-President of the Management
Board, Corporate Affairs.

Key Certified Auditor and Audit Firm Information

Key Certified Auditor information

Name and surname: Zbigniew Libera
Registration number: 90047
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Polski Koncern Naftowy ORLEN Spétka Akcyjna

The report on the audit of the separate financial statements
for the financial year ended 31 December 2016
TRANSLATION

1.2.2. Audit Firm information

Name: KPMG Audyt Sp. z 0.0.

Address of registered office: ul. Inflancka 4A, 00-189 Warsaw

Registration number: KRS 0000104753

Registration court: District Court for the Capital City of Warsaw in Warsaw,
Xll Commercial Department of the National Court Register

Share capital: PLN 125,000

NIP number: 526-10-24-841

KPMG Audyt Sp. z o.0. is entered in the register of audit firms, maintained by the National
Council of Certified Auditors, under number 458.

1.3. Prior period financial statements

The separate financial statements as at and for the financial year ended 31 December 2015
were audited by KPMG Audyt Sp. z 0.0. and received an unmodified opinion.

The separate financial statements were approved at the General Meeting on 3 June 2016
where it was resolved to distribute the net profit for the prior financial year of
PLN 1,047,519,491.84 as follows:

e PLN 855,418,122.00 to be paid as a dividend,
e PLN 192,101,369.84 to reserve capital.

The separate financial statements were submitted to the Registration Court on 16 June 2016.

1.4. Audit scope and responsibilities

The audited Company prepares its separate financial statements in accordance with
International Financial Reporting Standards as adopted by the European Union on the basis of
the decision of Extraordinary General Meeting of Polski Koncern Naftowy ORLEN Spétka
Akcyjna dated 30 December 2004.

The separate financial statements were audited in accordance with the contract dated
7 April 2015, concluded on the basis of the resolution of the Supervisory Board dated
25 November 2014 on the appointment of the auditor.

We conducted our audit in accordance with section 7 of the Accounting Act dated
29 September 1994 (Official Journal from 2016, item 1047 with amendments) (“the Accounting
Act’) and International Standards on Auditing as adopted by the resolution dated
10 February 2015 of the National Council of Certified Auditors as National Standards on
Assurance.

We audited the separate financial statements at the Company during the period from
28 November 2016 to 9 December 2016, from 16 to 25 January 2017, from 6 February to
14 March 2017 and was preceded by quarterly reviews.

Management of the Company is responsible for the preparation, on the basis of properly
maintained accounting records, of separate financial statements that give a true and fair view in
accordance with International Financial Reporting Standards as adopted by the European Union
and with other applicable regulations. Management of the Company is also responsible for the
Report on the Company’s activities.

Our responsibility is to express an opinion and to prepare a report on the audit of the separate
financial statements based on our audit.
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Polski Koncern Naftowy ORLEN Spétka Akcyjna

The report on the audit of the separate financial statements
for the financial year ended 31 December 2016
TRANSLATION

Management of the Company submitted a statement, dated as at the same date as this report,
as to the preparation of the separate financial statements that give a true and fair view, which
confirmed that there were no undisclosed matters which could significantly influence the
information presented in the separate financial statements.

All required statements, explanations and information were provided to us by Management of
the Company and all our requests for additional documents and information necessary for
expressing our opinion and preparing the report have been fulfilled.

The scope of the work planned and performed has not been limited in any way. The method
and scope of our audit is detailed in working papers prepared by us and retained in the offices
of the Audit Firm.

The Key Certified Auditor and the Audit Firm are independent of the Company in accordance
with the Code of Ethics for Professional Accountants of the International Ethics Standards
Board for Accountants’ as adopted by the resolution of National Council of Certified Auditors
dated 13 June 2011 (“IESBA Code”) and the impartiality and independence requirements as
described in Art. 56 points 3 and 4 of the Act on Certified Auditors and their Self-Governance,
Audit Firms authorized to Audit Financial Statements and Public Oversight dated 7 May 2009
(Official Journal from 2016, item 1000 with amendments) and have fulfilled other ethical
responsibilities in accordance with these regulations and the IESBA Code.
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TRANSLATION

2. Financial analysis of the Company
2.1. Summary analysis of the separate financial statements

2.1.1. Separate statement of financial position

ASSETS 31.12.2016 % of total 31.12.2015 % of total
PLN million assets PLN million assets
Non-current assets
Property, plant and equipment 15,112 35.0 14,303 38.7
Intangible assets 853 2.0 962 26
Shares in related parties 8,905 20.7 7,568 204
Embedded derivatives and hedging instruments 66 0.2 135 04
Other assets 173 0.4 178 0.5
Total non-current assets 25,109 58.3 23,146 62.6
Current assets
Inventories 7,309 17.0 7,715 20.9
Trade and other receivables 6,561 15.2 4,286 11.6
Current tax assets 51 0.1 5 0.0
Cash 2,563 6.0 964 26
Non-current assets classified as held for sale 210 0.5 77 0.2
Embedded derivatives and hedging instruments 57 0.1 679 1.8
Other assets 1,212 2.8 109 0.3
Total current assets 17,963 41.7 13,835 374
TOTAL ASSETS 43,072 100.0 36,981 100.0
EQUITY AND LIABILITIES 31.12.2016 % of total 31.12.2015 % of total
PLN million assets PLN million assets
Equity
Share capital 1,058 25 1,058 29
Share premium 1,227 29 1,227 33
Hedging reserve (327) (0.8) (143) (0.4)
Retained eamings 20,210 46.9 15,704 42.5
Total equity 22,168 51.5 17,846 48.3
Liabilities
Non-current liabilities
Loans, borrowings and bonds 7,503 17.4 8,125 22.0
Provisions 369 09 317 0.9
Deffered tax liabilities 553 1.3 380 1.0
Embedded derivatives and hedging instruments 280 0.6 239 0.6
Other liabilities 213 0.5 398 1.1
8,918 20.7 9,459 25.6
Current liabilities
Trade and other liabilities 8,850 20.5 6,651 18.0
Loans, borrowings and bonds 1,335 31 1,117 3.0
Provisions 342 0.8 383 1.0
Current tax liabilities 534 1.2 - -
Deferred income 138 0.3 116 0.3
Embedded derivatives and hedging instruments 289 0.7 762 21
Other liabilities 498 1.2 647 1.7
11,986 27.8 9,676 26.1
Total liabilities 20,904 48.5 19,135 51.7
TOTAL EQUITY AND LIABILITIES 43,072 100.0 36,981 100.0
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2.1.2. Separate statement of profit or loss and other comprehensive income

1.01.2016- % of total 1.01.2015 - % of total
31.12.2016 sales 31.12.2015 sales
PLN million revenues PLN million revenues
Statement of profit or loss
Sales revenues 53,633 100.0 60,466 100.0
Cost of sales (46,664) (87.0) (55,565) (91.9)
Gross profit on sales 6,969 13.0 4,901 8.1
Distribution expenses (2,310) (4.3) (2,306) (3.8)
Administrative expenses (739) (1.4) (867) (1.4)
Other operating income 246 0.5 196 0.3
Other operating expenses (297) (0.6) (155) (0.3)
Profit from operations 3,869 7.2 1,769 29
Financial income 2,963 5.5 872 1.4
Finance costs (763) (1.4) (1,333) (2.2)
Net finance income and costs 2,200 41 (461) (0.8)
Profit before tax . 6,069 113 1,308 21
Tax expense (705) (1.3) (260) (0.4)
Net profit 5,364 10.0 1,048 1.7
Other comprehensive income:
which will not be reclassified into profit or loss 3) - 4 -
Actuarial gains and losses 3 - 5 -
Deferred tax - - (1) -
which will be reclassified into profit or loss (184) (0.3) 1,227 2.0
Hedging instruments (227) (0.4) 1,615 2.5
Deferred tax 43 0.1 (288) (0.5)
(187) (0.3) 1,231 2.0
Total net comprehensive income 5177 9.7 2,279 3.7
Net profit and diluted net profit per share
(in PLN per share) 12.54 2.45
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Selected financial ratios

2016 2015 2014
1.  Return on sales
net profit x 100% 10.0% 1.7% negative
sales revenues value
2. Return on equity
net profit x 100% 31.9% 6.2% negative
equity - net profit value
3. Debtors' days
average trade receivables x 365 days 35 days 25 days 24 days
sales revenue
4. Debt ratio
liabilities x 100% i 48.5% 51.7% 57.1%
equity and liabilities
5. Current ratio
current assets 1.5 1.4 1.6

current liabilities

* Revenue includes revenue from sales of finished products, merchandise and raw materials.

* Average trade receivables represent the average of trade receivables at the beginning and at the end
of the period, with no deduction made for allowances.
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Detailed report

Accounting system

The Company maintains current documentation describing the applied accounting principles
adopted by the Management Board to the extent required by Art. 10 of the Accounting Act.

On the basis of the work performed, we have not identified any material irregularities in the
accounting system which have not been corrected and that could have a material effect on the
separate financial statements. Our audit was not conducted for the purpose of expressing
a comprehensive opinion on the operation of the accounting system.

On behalf of KPMG Audyt Sp. z 0.0.
Registration No. 458

ul. Inflancka 4A
00-189 Warsaw /~

e A
F 'tion No. 90047

14 March 2017
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SELECTED FINANCIAL DATA OF PKN ORLEN

PLN million EUR million
12 MONTHS 12 MONTHS 12 MONTHS 12 MONTHS
ENDED ENDED ENDED ENDED
31/12/2016 3111212015 31/12/2016 31/12/2015
Sales revenues 53633 60 466 12 257 13819
Profit from operations increased by depreciation and amortisation (EBITDA) 5011 2869 1145 656
Profit from operations (EBIT) 3869 1769 884 404
Profit before tax 6069 1308 1387 299
Net profit 5364 1048 1226 240
Net profit before net impairment allowances® 4247 1845 971 422
Total net comprehensive income 5177 2279 1183 521
Net cash from operating activities 5434 948 1242 217
Net cash (used) in investing activities (1873) (1669) (428) (381)
Net cash (used) in financing activities (1970) (1796) (450) (410)
Net increase/(decrease) in cash 1591 (2517) 364 (575)
Net profit and diluted net profit per share (in PLN/EUR per share) 12.54 245 2.87 0.56
31/12/2016 31/12/2015 31/12/2016 31/12/2015
Non-current assets 25109 23146 5676 5232
Current assets 17 963 13835 4060 3127
Total assets 43072 36981 9736 8359
Share capital 1058 1058 239 239
Total equity 22168 17 846 5011 4034
Non-current liabilities 8918 9459 2016 2138
Current liabilities 11986 9676 2709 2187
Number of shares 427709 061 427709 061 427709 061 427709 061
Carrying amount and diluted carrying amount per share (in PLN/EUR per share) 51.83 41.72 11.72 9.43

The above data for 2016 and 2015 was translated into EUR using the following exchange rates:

- items in the statement of profit or loss and other comprehensive income and the statement of cash flows - by the arithmetic average of average exchange rates published by the National Bank of
Poland as of the last day of the month during the reporting period: from 1 January to 31 December 2016 — 4.3757 EUR/PLN;
- items of assets, equity and liabilities — by the average exchange rate published by the National Bank of Poland as at 31 December 2016 — 4.4240 EUR/PLN.

* Net impairment allowances of shares in 2016: PLN 1,117 million: PLN 1,150 million ORLEN Lietuva and PLN (33) million ORLEN Qil; in 2015: PLN (797) million - mainly PLN (782) million ORLEN Upstream and PLN (18) million Baltic Power.
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PKN ORLEN (PLN million)

Letter of Board Opinion Separate Explanatory Management Corporate
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1. SEPARATE STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

2016 change
NOTE value %

Sales revenues 627.1.1,7.1.2 53633 60 466 (6 833) (11.3)
revenues from sales of finished goods and services 30072 35170 (5098) (14.5)
revenues from sales of merchandise and raw materials 23 561 25296 (1735) (6.9)

Cost of sales 7.1.3 (46 664) (55 565) 8901 16.0
cost of finished goods and services sold (23 838) (30883) 7045 22.8
cost of merchandise and raw materials sold (22 826) (24 682) 1856 7.5

Gross profit on sales 6969 4901 2068 42.2

Distribution expenses (2310 (2 306) (4) 0.2)

Administrative expenses (739) (867) 128 14.8

Other operating income 714 246 196 50 255

Other operating expenses 7.15 (297) (155) (142) (91.6)

Profit from operations 3869 1769 2100 118.7

Finance income, incl.: 7.1.6.1 2963 872 2091 239.8
reversal on impairment allowances of shares in related parties 7.24 1150 3 1147 38233.3

Finance costs, incl.: 7162 (763) (1333) 570 428
recognition of impairment allowances of shares in related parties 7.24 (33) (800) 767 95.9

Net finance income and costs 2200 (461) 2661 -

Profit before tax 6069 1308 4761 364.0

Tax expense 7.1.7 (705) (260) (445) (171.2)
current tax (489) - (489) -
deferred tax (216) (260) 44 16.9

Net profit 5364 1048 4316 411.8

Other comprehensive income:

which will not be reclassified into profit or loss (3) 4 (7 -
actuarial gains and losses ©) 5 it -
deferred tax - (1) 1 -
which will be reclassified into profit or loss (184) 1227 (1411) -
hedging instruments 7273 (227) 1515 (1742) -
deferred tax 7.1.7 43 (288) 331 -
(187) 1231 (1418) -

Total net comprehensive income 5177 2279 2898 127.2
Net profit and diluted net profit per share (in PLN per share) 12.54 245 10.09 411.8

SEPARATE FINANCIAL STATEMENTS FOR THE YEAR 2016  3/38
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2. SEPARATE STATEMENTS OF FINANCIAL POSITION

31/12/12016 31/112/12015 change
NOTE value %

ASSETS
Non-current assets
Property, plant and equipment 7.2.1 15112 14 303 809 5.7
Intangible assets 7.2.2 853 962 (109) (11.3)
Shares in related parties 7.2.3 8905 7568 1337 177
Embedded derivatives and hedging instruments 7.28 66 135 (69) (51.1)
Other assets 7.28 173 178 (5) (2.8)
25109 23146 1963 8.5
Current assets
Inventories 7.25.1 7309 7715 (406) (5.3)
Trade and other receivables 7252 6561 4286 2275 53.1
Current tax assets 51 5 46 920.0
Cash 2563 964 1599 165.9
Non-current assets classified as held for sale 210 7 133 172.7
Embedded derivatives and hedging instruments 7.2.8 57 679 (622) (91.6)
Other assets 7.28 1212 109 1103 1011.9
17 963 13835 4128 29.8
Total assets 43072 36 981 6091 16.5
EQUITY AND LIABILITIES
EQUITY
Share capital 7.271 1058 1058 - -
Share premium 7.27.2 1227 1227 - -
Hedging reserve 7273 (327) (143) (184) (128.7)
Retained earnings 7.274 20210 15704 4 506 28.7
Total equity 22168 17 846 4322 24.2
LIABILITIES
Non-current liabilities
Loans, borrowings and bonds 7.2.6.1 7503 8125 (622) (7.7)
Provisions 7.29 369 317 52 16.4
Deferred tax liabilities 7172 553 380 173 455
Embedded derivatives and hedging instruments 7.28 280 239 4 17.2
Other liabilities 7.28 213 398 (185) (46.5)
8918 9459 (541) (5.7)
Current liabilities
Trade and other liabilities 7.2.5.3 8850 6651 2199 33.1
Loans, borrowings and bonds 7.26.1 1335 1117 218 19.5
Provisions 7.29 342 383 (41) (10.7)
Current tax liabilities 534 - 534 -
Deferred income 138 116 22 19.0
Embedded derivatives and hedging instruments 7.2.8 289 762 (473) (62.1)
Other liabilities 7.28 498 647 (149) (23.0)
11 986 9676 2310 239
Total liabilities 20904 19135 1769 9.2
Total equity and liabilities 43072 36 981 6091 16.5
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3. SEPARATE STATEMENTS OF CHANGES IN EQUITY

Sl e Hedging Retained
it Sh.are reserve earnings
premium

NOTE 7.27.1,727.2 7273 7.274
01/01/2016 2285 (143) 15704 17 846
Net profit - - 5364 5364
Items of other comprehensive income - (184) (3) (187)
Total net comprehensive income - (184) 5361 5177
Dividends - - (855) (855)
31/12/2016 2285 (327) 20210 22168
01/01/2015 2285 (1370) 15387 16 302
Net profit - - 1048 1048
Items of other comprehensive income - 1227 4 1231
Total net comprehensive income - 1227 1052 2279
Equity resulting from merger under common control - - (29) (29)
Dividends - - (706) (706)
31/12/2015 2285 (143) 15704 17 846
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4. SEPARATE STATEMENTS OF CASH FLOWS

2016 change
NOTE value %

Cash flows from operating activities

Profit before tax 6 069 1308 4761 364.0
Adjustments for:
Depreciation and amortisation 7.1.3 1142 1100 42 38
Foreign exchange loss 7.1.64 288 95 193 203.2
Interest, net 7.1.6.3 209 201 8 4.0
Dividends (1610) (727) (883) (121.5)
(Profit)/Loss on investing activities, incl.: (1172) 808 (1980) -
(reyersal)/recognition of impairment allowances of shares in related 1117) 797 (1919
parties
Change in provisions 7.29 181 149 32 215
Change in working capital 7.25 502 (1892) 239%
inventories 407 (1149) 1556 -
receivables (2 561) 684 (3 245) -
liabilities 2656 (1427) 4083 -
Other adjustments (174) (95) (79) (83.2)
Income tax received/(paid) 7.1.7.3 (1) 1 (2) -
Net cash from operating activities 5434 948 4486 473.2

Cash flows from investing activities
Acquisition of property, plant and equipment, intangible assets and perpetual usufruct of

land (2483) (1847) (636) (34.4)
Acquisition of shares (182) (1684) 1502 89.2
Outflows on acquisition of project - (172) 172 -
Disposal of property, plant and equipment, intangible assets and perpetual usufruct of land 135 131 4 3.1
Disposal of shares 88 - 88 -
Interest received 7.1.6.3 6 16 (10) (62.5)
Dividends received 1623 729 89%4 1226
Proceeds from non-current loans granted 6 607 (601) (99.0)
Proceeds/(Expenses) from current loans granted (1052) 312 (1364) -
Proceeds from cash pool facility 2 162 (160) (98.8)
Other (16) 77 (93) -
Net cash (used) in investing activities (1873) (1669) (204) (12.2)
Cash flows from financing activities

Proceeds from loans and borrowings received 7307 2138 5169 241.8
Bonds issued 1624 1318 306 23.2
Repayments of loans and borrowings (8261) (3179) (5082) (159.9)
Redemption of bonds (1422) (1243) (179) (14.4)
Interest paid 7163 (244) (261) 17 6.5
Dividends paid 7276 (855) (706) (149) (1.1)
Proceeds/(Outflows) from cash pool facility (159) 155 (314) -
Other 40 (18) 58

Net cash (used) in financing activities (1970) (1796) (174) 9.7)
Net increase/(decrease) in cash 1591 (2517) 4108 -
Effect of exchange rate changes 8 6 2 333
Cash, beginning of the period 964 3475 (2511) (72.3)
Cash, end of the period 2563 964 1599 165.9
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5. BASIC INFORMATION

5.1. Principal activity of PKN ORLEN

5.2. Principles of preparation of financial statements

5.3. Functional currency and presentation currency of financial statements

5.4. Changes introduced to the quarterly financial information published on 27 January 2017 in consolidated quarterly report of the ORLEN Group for the 4™ quarter of 2016
5.5. Accounting principles

5.6. Impact of IFRS dments and interpretations on separate financial statements of the Company

5.1. PRINCIPAL ACTIVITY OF PKN ORLEN

Polski Koncern Naftowy ORLEN Spétka Akcyjna seated in Ptock, 7 Chemikéw Street (‘Company”, “PKN ORLEN’, “Issuer”, “Parent Company”) was funded by
incorporation of Petrochemia Plock S.A. with Centrala Produktéw Naftowych S.A., on 7 September 1999.

The core business of the Company is crude oil processing, production of fuel, petrochemical and chemical goods, as well as, retail and wholesale of fuel
products. PKN ORLEN generates, distributes and trades of electricity and heat.
Since 26 November 1999 PKN ORLEN shares are quoted on the main market of the Warsaw Stock Exchange (WSE) in the continuous trading system.

5.2. PRINCIPLES OF PREPARATION OF FINANCIAL STATEMENTS

The separate financial statements have been prepared in accordance with accounting principles contained in the International Financial Reporting Standards
(IFRS), comprising International Accounting Standards (IAS) as well as Interpretations of Standing Interpretation Committee (SIC) and the International Financial
Reporting Standards Interpretations Committee (IFRIC), which were adopted by the European Union (EU) and entered in force till the end 2016. The Company
adopted all IASs and IFRSs in accordance with their effective date.

The financial statements have been prepared on a historical cost basis with the exception of derivatives, financial assets available for sale which are measured at
fair value. The foregoing financial statements have been prepared using the accrual basis of accounting except from the separate financial statement of cash
flows.

The scope of separate financial statement is compliant with Minister of Finance Regulation of 19 February 2009 on current and periodic information provided by
issuers of securities and conditions for recognition as equivalent information required by the law of a non-Member state (uniform text: Official Journal 2014, item
133, as amended Official Journal 2016, item 860) (“Regulation”) and covers the annual period from 1 January to 31 December 2016 and the comparative period
from 1st January to 31 December 2015.

Presented separate financial statements present a true and fair view of the Company’s financial position as at 31 December 2016, results of its operations and
cash flows for the year ended 31 December 2016.

The separate financial statements have been prepared assuming that the Company will continue to operate as a going concern in the foreseeable future. As at
the date of approval of these separate financial statements, there is no evidence indicating that the Company will not be able to continue its operations as a
going concern. Duration of the Company is unlimited.

5.3. FUNCTIONAL CURRENCY AND PRESENTATION CURRENCY OF FINANCIAL STATEMENTS

The functional currency and presentation currency of the foregoing separate financial statements is Polish Ztoty (PLN). The data in the separate financial
statements is presented in PLN million, unless in specific situation is stated differently.

5.4. CHANGES INTRODUCED TO THE QUARTERLY FINANCIAL INFORMATION PUBLISHED ON 26 JANUARY 2017 IN CONSOLIDATED QUARTERLY
REPORT OF THE ORLEN GROUP FOR THE 4t QUARTER OF 2016

Data disclosed in the Adjustment Data disclosed in the separate
quarterly financial financial statements for 2016

iformation
for the Q4 2016

Separate statement of profit or loss and other comprehensive income

Total net comprehensive income 4628 549 5177
Net profit 4815 549 5364
Profit before tax 5520 549 6 069
Finance income, incl.: 2414 549 2963

reversal on impairment allowances of shares in related parties 601 549 1150
Assets, incl.: 42 523 549 43072
Non-current assets 24 560 549 25109

Shares in related parties 8356 549 8905
Liabilities, incl.: 42523 549 43072
Equity 21619 549 22168

Retained earnings 19 661 549 20210

The adjustment related to the increase in the reversal of impairment allowance on shares of AB ORLEN Lietuva in the amount of PLN 549 million.
5.5. ACCOUNTING PRINCIPLES

Significant accounting principles and significant values based on judgement and estimates are presented as a part of the specific explanatory notes to the separate
financial statements.

The Company applied the accounting principles consistently to all presented reporting periods.

The preparation of separate financial statements in accordance with IFRSs requires that the Management Board makes expert estimates and assumptions that affect
the applied methods and presented amounts. The estimates and related assumptions are based on historical expertise and other factors regarded as reliable in given
circumstances and their effects provide grounds for professional judgment of the carrying amount of assets and liabilities which is not based directly on any other
factors.

In the matters of considerable weight, the Management Board might base its judgments, estimates or assumptions on opinions of independent experts. The
judgments, estimates and related assumptions are verified on a regular basis.
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Selected accounting principles Note Page
Operating segments 6.1 9
Sales revenues 7141 1
Costs 713 "
Income tax expenses (tax expense) 747 13
Property, plant and equipment 721 14
Intangible assets 722 15-16
Investments in subsidiaries 723 1
Impairment of property, plant and equipment 724 17
Inventories 7251 19
Trade and other receivables 7252 19
Trade and other liabilities 7253 20
Net debt 726 21
Equity 727 22-23
Provisions 729 25
Financial instruments 73 27
Fair value measurement 73 27
Lease 743 34
Contingent assets and liabilities 745 34

5.6. IMPACT OF IFRS AMENDMENTS ON SEPARATE FINANCIAL STATEMENTS OF THE PKN ORLEN

IFRSs, announced and adopted by the European Union, not yet effective

IFRS 9 - Financial instruments

The Company has performed an initial analysis of the impact of the Expected Credit Loss model for credit risk assessment for undue receivables on 31 December 2016,
and for historical data. Based on the results of the analysis, Company does not expect that the new standard will have a significant impact on its separate financial
statements.

IFRS 15 - Revenue from contracts with customers

Company started the assessment process of the impact of the application of major assumptions of IFRS 15 "Revenue from contracts with customers" on the separate
financial statements and has performed the initial analysis of a five-step model to determine when to recognize revenue.

The model specifies that revenue should be recognized when (or as) an entity transfers control of goods or services to a customer at the amount to which the entity
expects to be entitled. Depending on whether certain criteria are met, revenue is recognized over time, in a manner that depicts the entity’s performance or at a point in
time, when control of the goods or services is transferred to the customer.

Initial analysis aim to identify significant contracts concluded in the framework of: wholesale and retail, which could potentially contain elements affecting the timing of
revenue recognition and their amount in the reporting period, in particular with regard to: long term contracts, multiple-element and combining contracts, significant
elements of financing, variable consideration, discounts, applied penalties or bonuses in contracts.

In 2017 analysis of the impact of IFRS 15 will be extended to other types of contracts. The Company expects that the results of the full analysis of the impact of IFRS 15
on the Company data will be available in the second half in 2017.

Company, based on performed initial analysis, assesses that at initial application, i.e. for a period beginning on 1st January 2018, IFRS 15 may not have a significant
impact on timing and amount of revenue recognized by the Company in its separate financial statements.

Standards adopted by International Accounting Standards Board (IASB), waiting for approval of EU

IFRS 16 - Lease

Bringing operating leases in separate statement of financial position will result in recognizing a new asset - the right to use the underlying asset — and a new liability — the
obligation to make lease payments. The right-of-use asset will be depreciated and the liability accrues interest.

It is expected that the standard, when initially applied, may have a significant impact on the amounts of non-current assets and lease liabilities reported in the Company
financial statement, in particular in respect of operating lease arrangements (rental) related mainly to petrol stations, means of transport and computer equipment as
presented in the note 7.4.3.1. As at 31 December 2016 theCompany does not have a reliable estimates of the influence of IFRS 16 on the separate financial statements,
as itis during its analysis

The Company intends to adopt new standards IFRSs listed above that are published by the International Accounting Standards Board, but not effective as at the
date of publication of these financial statements, in accordance with their effective date.

Standards and Interpretations adopted by International Accounting Standards Board (IASB), waiting for approval of EU, which according to
expectations will have no material impact on separate financial statements of the PKN ORLEN

—  Amendments to IFRS 2 - Share-based Payment

— Amendments to IFRS 4 - Insurance contracts

— IFRS 14 - Regulatory Deferral Accounts

— Amendments to IAS 7 Statement of Cash Flows - Disclosure initiative

—  Amendments to IAS 12 Income Taxes - Recognition of Deferred Tax Assets for Unrealized Losses
—  Amendments to IFRS (2014-2016)

— IFRIC 22 - Foreign Currency Transactions and Advance Consideration
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6. SEGMENTS’' DATA

6.1.  Operating segments
6.2. Revenues, costs, financial results, investment expeditures
6.3. Assets divided into operating segments

6.1. OPERATING SEGMENTS

Operating activity of the Company is conducted in:

- the Downstream segment, which includes the areas of integrated production and sale of refinery, petrochemical and activities in the field of energy

- the Retail segment, which includes activity carried out at the petrol stations,

- the Upstream segment, which includes the activity related to exploration and extraction of mineral resources,

and Corporate Functions, which include activities related to management, administration and remaining activities not allocated to separate operating segments
i.e. reconciling items.

SELECTED ACCOUNTING PRINCIPLES

Assessments of the segments’ financial results and decisions on allocation of resources are performed mainly on the basis of EBITDA. EBITDA is one of a measure of the
efficiency of the activity, which is not defined in IFRS. The PKN ORLEN defines EBITDA as net profit/(loss) for the reporting period before taking into account the impact of
the income tax, effects of financing activities and depreciation costs.

Revenues from transactions with exteral customers and transactions with other segments are carried out on an arm’s length basis.

6.2. REVENUES, COSTS, FINANCIAL RESULTS, INVESTMENT EXPENDITURES

2016
Downstream Retail Upstream Corporate Adjustments
Segment Segment Segment Functions
External revenues 711,712 38859 14712 - 62 - 53633
Inter-segment revenues 9187 - - 87 (9274) -
Sales revenues 48 046 14712 - 149 (9274) 53 633
Operating expenses (44 642) (13 589) (1) (745) 9274 (49713)
Other operating income 7.14 150 66 - 30 - 246
Other operating expenses 715 (65) (103) (3) (126) - (297)
Segment profit/(loss) from operations 3489 1086 (14) (692) - 3869
Net finance income and costs 7.1.6 2200
Profit before tax 6069
Tax expense (705)
Net profit 5364
Depreciation and amortisati 7.1.3 811 249 - 82 - 1142
EBITDA 4300 1335 (14) (610) - 5011
CAPEX 1595 276 - 115 1986
2015
Downstream Retail Segment Upstream Corporate Adjustments
Segment Segment Functions

External revenues 71.1,7.1.2 44 986 15420 - 60 - 60 466
Inter-segment revenues 10773 - - 80 (10 853) -
Sales revenues 55759 15420 - 140 (10 853) 60 466
Operating expenses (54 330) (14 476) 37 (748) 10853 (58 738)
Other operating income 7.14 86 33 - 7 - 196
Other operating expenses 715 (35) (57) - (63) - (155)
Segment profit/(loss) from operations 1480 920 (37) (594) - 1769
Net finance income and costs 7.1.6 (461)
Profit before tax 1308
Tax expense (260)
Net profit 1048
Depreciation and amortisation 713 800 231 . 69 . 1100
EBITDA 2280 1151 (37) (525) - 2869
CAPEX 1462 282 - 125 - 1869
CAPEX - increase of property, plant and equij t, i ible assets and perpetual usufruct of land together with the capitalisation of borrowing costs

SEPARATE FINANCIAL STATEMENTS FOR THE YEAR 2016 9/38

(Translation of a document originally issued in Polish)



EEEE Q Mer>rQEHQ

PKN ORLEN (PLN million)

Letter of Board Opinion Separate Explanatory Management Corporate
President of Auditor Statements Notes Report Governance

6.3. ASSETS DIVIDED INTO OPERATING SEGMENTS

31112/2016 3111212015

Downstream Segment 25782 23292
Retail Segment 3641 3469
Upstream Segment - -
Segment assets 29 423 26 761
Corporate Functions 13649 10220

43072 36 981

Operating segments include all assets except for financial assets, tax assets and cash. Assets used jointly by the operating segments are allocated based on
revenues generated by individual operating segments.

As at 31 December 2016 and as at 31 December 2015 property, plant and equipment (note 7.2.1.), intangible assets (note 7.2.2.) and perpetual usufruct of
plants (note 7.2.8.) were located in Poland.
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7. EXPLANATORY NOTES TO THE SEPARATE FINANCIAL STATEMENTS

7.1. Explanatory notes to the statement of profit or loss and other comprehensive income
7.2. Explanatory notes to the statement of financial position

7.3. Explanatory notes to the financial instruments and financial risk

7.4. Other explanatory notes

7.1. EXPLANATORY NOTES TO THE STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

7.1.1. Sales revenues by assortments

SELECTED ACCOUNTING PRINCIPLES

Sales revenue

Sales revenues of goods and services are recognized, when the significant risks and rewards of ownership are transferred to the buyer and when the Company is no longer
permanently involved in managing sold goods to the extent, that such function is usually carried out in relation to goods, to which there is right of ownership, and it does not
exercise effective control over them. Revenues include received and due payments for delivered finished goods, merchandise, raw materials and services, decreased by
the amount of any trade discounts and value added tax (VAT), excise tax and fuel charges. Revenues are measured at the fair value of the payment received or due.
Revenues from the sale of finished goods, merchandise, raw materials and services are adjusted for profits or losses from settlement of cash flows hedging instruments

related to the above mentioned revenues.

% share
2016 2015

Downstream Segment

Crude oil 17 968 21084 33.5% 34.9%
Medium distillates 10242 10 957 19.1% 18.1%
Light distillates 3112 3457 5.8% 5.7%
Monomers 2390 3203 4.5% 5.3%
Heavy fractions 1803 2426 3.4% 4.1%
PTA 1571 1532 2.9% 2.5%
Aromas 533 552 1.0% 0.9%
Other 1240 1775 2.3% 2.9%
38 859 44 986 72.5% 74.4%
Retail Segment
Medium distillates 7714 8503 14.4% 14.1%
Light distillates 4699 4795 8.8% 7.9%
Other 2299 2122 4.2% 3.5%
14712 15420 27.4% 25.5%
Corporate Functions 62 60 0.1% 0.1%
53633 60 466 100.0% 100.0%

In 2016 and 2015 the Company generated sales revenues in the downstream segment from three customers of total amount of PLN 29,044 million and PLN
31,901 million respectively, which individually exceeded 10% of total revenues from sale. These customers were entities related to PKN ORLEN.

7.1.2.  Sales revenues geographical division - disclosed by customer’s premises countries

Poland 31886 34258
Lithuania, Latvia, Estonia 10930 11989
Czech Republic 7598 9750
Germany 1001 998
Other countries 2218 3471

53633 60 466

The line ,Other countries” comprises mainly sales to customers from Switzerland, Ukraine, the Netherlands and Ireland.

7.1.3.  Cost by nature
SELECTED ACCOUNTING PRINCIPLES

Costs

Cost of sales comprises cost of finished goods, merchandise and raw materials sold and adjustments related to inventories written down to net realizable value.
Costs are adjusted for gains or losses from settlement of cash flow hedging instruments relating to these costs.

Distribution expenses include selling brokerage expenses, trading expenses, advertising and promotion expenses as well as distribution expenses.
Administrative expenses include expenses relating to management and administration of the Company as a whole.

SEPARATE FINANCIAL STATEMENTS FOR THE YEAR 2016 11738
(Translation of a document originally issued in Polish)



=EEEE A Ve>rQRQ

PKN ORLEN (PLN million)

Letter of Board Opinion Separate Explanatory Management Corporate

President of Auditor Statements Notes Report Governance

Materials and energy (21 181) (28 226) 43.0% 48.4%

Cost of merchandise and raw materials sold (22 826) (24 682) 46.3% 42.3%

External services (2243) (2439) 4.6% 4.2%

Employee benefits (732) (7086) 1.5% 1.2%
payroll expenses (594) (581) 1.2% 0.9%
social security expenses (100) (94) 0.2% 0.2%
other (38) (31) 0.1% 0.1%

Depreciation and amortisation (1142) (1100) 2.3% 1.9%

Taxes and charges (919) (929) 1.9% 1.6%

Other (252) (262) 0.4% 0.4%

(49 295) (58 344) 100.0% 100.0%

Change in inventories (608) (482)

Cost of products and services for own use 190 88

Operating expenses (49 713) (58 738)

Distribution expenses 2310 2306

Administrative expenses 739 867

Cost of sales (46 664) (55 565)

7.1.4.  Other operating income

Profit on sale of non-current non-financial assets 31 44
Reversal of provisions 6 11
Reversal of receivables impairment allowances 6 11
Reversal of impairment allowances of property, plant and equipment and intangible assets 46 18
Penalties and compensation 100 14
Other 57 98

246 196
7.1.5.  Other operating expenses

Loss on sale of non-current non-financial assets (34) (33)
Recognition of provisions (108) (21)
Recognition of receivables impairment allowances (13) (16)
Recognition of impairment allowances of property, plant and equipment and intangible assets (50) (25)
Penalties, damages and compensation (20) (11)
Other (72) (49)
(297) (155)
7.1.6.  Finance income and costs
7.1.6.1. Finance income

2016
NOTE

Interest 54 77
Dividends 1610 727
Reversal on impairment allowances of shares in related parties 7.24 1150 3
Other 149 65

2963 872

7.1.6.2. Finance costs

2016
NOTE

Interest (218) (213)
Foreign exchange loss, net (460) (269)
Recognition of impairment allowances of shares in related parties 7.24 (33) (800)
Other (52) (51)
(763) (1333)
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7.1.6.3. Interest, net

2016
NOTE

Finance income and costs of net interest presented in statement of profit or loss and

7.1.6.1,

other comprehensive income 7162 (164) (136)
Adjustments to profit before tax of net interest presented in statement of cash flows: 209 201

interest received concerning investing activities (6) (16)

interest paid concerning financing activities 244 261

accrued interest concerning investing and financing activities (29) (44)
Net interest concerning operating activities not correcting profit before tax 45 65
7.1.6.4. Foreign exchange loss

2016
NOTE

Foreign exchange (loss) surplus presented in statement of loss or profit and other 7162 (460) (269)
comprehensive income
Adjustments to profit before tax of foreign exchange differences presented in statement 288 95
of cash flows:

realized foreign exchange differences conceming investing and financing 352 65

activities

unrealized foreign exchange differences concerning investing and financing

o (56) 36

activities

foreign exchange differences on cash 8 (6)
Foreign exchange differences concerning operating activities not correcting profit before tax (172) (174)

71.7. Taxexpense

SELECTED ACCOUNTING PRINCIPLES

Income tax expenses (tax expense)

Income tax expenses (tax expense) comprise of current tax and deferred tax. Current tax is determined in accordance with the relevant tax law based on the taxable profit
for a given period and is recognized as liability, in the amount which has not been paid or receivable, if the amount of the current and prior periods income tax paid exceeds

the amount due the excess is recognized.

Deferred tax assets and liabilities are accounted as non-current and are not discounted and are offset when there is a legally enforceable right to set off the recognized

amounts.

7.1.7.1. The differences between tax expense recognized in profit or loss and the amount calculated based on the rate from profit before tax

Profit before tax 6069 1308
Tax expense for 2016 and 2015 by the valid tax rate (1153) (249)
Impairment allowances for shares in related parties 212 (152)
Current tax adjustment relating to previous years (68) -
Dividends received 308 139
Other 4) 2
Tax expense (705) (260)
Effective tax rate 12% 20%
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7.1.7.2. Deferred tax

31/12/12015 Deferred tax recognized Deferred tax recognized in 31/12/2016
in profitor loss  other comprehensive income

Deferred tax assets
Impairment allowances 62 (11) - 51
Provisions and accruals 175 (95) - 80
Unrealized foreign exchange differences 46 (12) - 34
Tax loss 109 (58) - 51
Valuation of financial instruments 35 (5) 43 73
Other 54 7 - 61
481 (174) 43 350
Deferred tax liabilities
Investment relief 33 (4) - 29
Temporary differences related to non-current assets 750 62 - 812
Other 78 (16) - 62
861 42 - 903
(380) (216) 43 (553)
7.1.7.3. Income tax received/(paid)
2016 2015
NOTE
Tax expense on profit before tax 7.1.7.1 (705) (260)
Change in deferred tax assets and liabilities 173 549
Change in current tax receivables and liabilities 488 1
Deferred tax recognized in other comprehensive income 7172 43 (289)

-

(1)

7.2. EXPLANATORY NOTES TO THE STATEMENT OF FINANCIAL POSITION
7.21.  Property, plant and equipment

SELECTED ACCOUNTING PRINCIPLES

Property, plant and equipment

Property, plant and equipment are initially measured at cost, including grants related to assets.

Property, plant and equipment are stated in the statement of financial position prepared at the end of the reporting period at the net book value which is the amount at which
an asset is initially recognized (cost) less accumulated depreciation and any accumulated impairment losses, as well as received grants for assets. The costs of significant
repairs and regular maintenance programs are recognized as property, plant and equipment.

Fixed assets are depreciated with straight-line method and in justified cases units of production method of depreciation (catalysts).

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is depreciated separately over the period reflecting
its useful life.

The following standard useful lives are used for property, plant and equipment:

Building and constructions  10-40 years

Machinery and equipment ~ 4-35 years

Vehicles and other 2-20 years

The depreciation method, the residual value and the useful life of property, plant and equipment are verified at least at the end of each year. When necessary, the adjustments to
depreciation expense are accounted for in next periods (prospectively).

Grants

Grants are recognized if there is reasonable assurance that the grants will be received and the entity will comply with the conditions attaching to them.

Government grants related to assets are recognized as a decrease of a carrying amount of an asset and as a result a decrease of depreciation and amortisation charges
over the useful life of the asset.

ESTIMATES

Estimated useful lives of property, plant and equipment
The Company verifies useful lives of property, plant and equipment once at year end with effect from the beginning of next year. Should the economic useful lives of
properties, plant and equipment from 2015 be applied in 2016, the depreciation expense would increase by PLN 27 million.

Remediation of land — water environment
The Company estimates the level of capitalized provisions related to non-current assets, which to a significant probability are needed for land — water environment
remediation of the territory of petrol stations, fuel depots and areas of production plants.
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Buildings and Machinery and Construction in

constructions equipment il 2 Nt Lt progress

Net carrying amount at

01/01/2016
Gross carrying amount 448 12 095 11079 752 2103 26477
Accumulated depreciation - (5014) (6514) (410) - (11938)
Impairment allowances (4) (149) (20) (2) (13) (188)
Grants - (1) (47) - - (48)
444 6931 4498 340 2090 14303
increases/(decreases), net
Investment expenditures - 57 70 5 1746 1878
Depreciation - (439) (559) (92) - (1090)
Borrowing costs - 4 5 - 62 71
Impairment allowances * 1 5 - 1) (2) 3
Grants - 1 (5) - - (4)
Other 2 225 560 52 (888) (49)
447 6784 4569 304 3008 15112
Net carrying amount at
3111212016
Gross carrying amount 450 12 350 11520 745 3023 28088
Accumulated depreciation - (5422) (6 879) (438) - (12739)
Impairment allowances (3) (144) (20) (3) (15) (185)
Grants - - (52) - - (52)
447 6784 4569 304 3008 15112
Net carrying amount at
01/01/2015
Gross carrying amount 446 11289 10345 742 1797 24619
Accumulated depreciation - (4 550) (6 044) (355) - (10 949)
Impairment allowances 4) (154) (19) 2 (12) (191)
Grants - 0 (13) - - (14)
442 6584 4269 385 1785 13 465
increases/(decreases), net
Investment expenditures - 16 57 6 1697 1776
Depreciation - (431) (527) (93) - (1051)
Borrowing costs - 15 12 - 28 55
Impairment allowances * - 5 (1) - O] 3
Grants - - (34) - - (34)
Other 2 742 722 42 (1419) 89
Net carrying amount at
3111212015 444 6931 4498 340 2090 14303

* Increases/(Decreases) net of impairment includes recognition, reversal, utilization, reclassifications
In 2016 and in 2015 capitalization rate used to calculate borrowing costs amounted to 2.68% and 2.63% respectively.
The gross carrying amount of all fully depreciated property, plant and equipment still in use as at 31 December 2016 and as at 31 December 2015 amounted to
PLN 1,509 million and PLN 1,392 million respectively
7.2.2. Intangible assets

SELECTED ACCOUNTING PRINCIPLES

Intangible assets

An intangible asset shall be measured initially at acquisition or production cost and shall be presented in the financial statements in its net carrying amount, including
grants.

Intangible assets with definite useful life are amortised using straight-line method. Amortization shall begin when the asset is available for use, i.e. when it is in the location
and condition necessary for it to be capable of operating in the manner intended by management. The asset shall be amortised over the period reflecting its estimated
useful life.

Standard useful lives of intangible assets are from 2 to 10 for software and from 2 to 15 years for concessions, licenses, patents and similar

The amortization method and useful life of intangible asset item are verified at least at the end of each year.

Rights

The main item of rights is CO2 emission rights, not amortised, tested for impairment.

Granted emission allowances are presented as intangible assets in correspondence with deferred income at fair value as at the date of registration. Purchased allowances
are presented at purchase price.

For the estimated CO2 emission during the reporting period, a provision is created (taxes and charges).

Grants are recognized on a systematic basis to ensure proportionality with the related costs which the grants are intended to compensate.

Outgoing of allowances is recognized using FIFO method (First In, First Out) within the individual types of rights (EUA, CER).

Rights also include energy certificates.
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ESTIMATES

Estimated useful lives of intangible assets
The Company verifies useful lives of intangible assets once at year end with effect from the beginning of next year. Should the economic useful lives of intangible assets
from 2015 be applied in 2016, the depreciation expense would not change significantly.

The changes in other intangible assets

Patents,
trade marks
and licenses

Rights

Net carrying amount at

01/01/2016
Gross carrying amount 602 753 93 1448
Accumulated amortization (405) - (21) (426)
Impairment allowances 3) (57) - (60)
194 696 72 962
increases/(decreases), net
Investment expenditures 34 - - 34
Amortisation (40) - (10) (50)
Other * 13 (90) (16) (93)
201 606 46 853
Net carrying amount at
3111212016
Gross carrying amount 646 663 77 1386
Accumulated amortization (442) - (31) (473)
Impairment allowances 3) (57) - (60)
201 606 46 853
Net carrying amount at
01/01/2015
Gross carrying amount 567 114 98 79
Accumulated amortization (374) - (11) (385)
Impairment allowances ) (57) - (60)
190 57 87 334
increases/(decreases), net
Investment expenditures 36 - - 36
Amortisation (37) - (10) (47)
Other * 5 639 (5) 639
Net carrying amount at
31/12/2015 194 696 72 962

*Other increases/(decreases) of property rights in the net book value consist mainly of settlement of forward transactions settlement, granted free of charge, sale and settlement of rights for 2015 and 2014.

The gross carrying amount of all fully depreciated property, plant and equipment still in use as at 31 December 2016 and as at 31 December 2015 amounted to PLN
199 million and PLN 153 million, respectively.

7.221. Rights

Change in owned CO: emission rights in 2016

Quantity Value
(in thous. tonnes)

01/01/2016 26031 695
Granted free of charge 3805 86
Emission settiement for 2015 (6 554) (211)
Purchase/(Sale), net 3263 70
Transferred to non-current assets classified as held for sale (2007) (42)

24 538 598
CO, emission in 2016 6 389 170

As at 31 December 2016 the market value of one EUA amounted to PLN 28.93 (representing EUR 6.54 at exchange rate as at 31 December 2016) (source:
www.theice.com).

As at 31 December 2016 the Company recognized the rights to colourful energy in the amount PLN 8 million. In 2016, the Company granted free of charge rights
to colourful energy in the amount of PLN 94 million.

Additionally, the Company recognized CO2 emission rights in amount of PLN 11 million and rights to colourful energy in amount of PLN 3 million, in trade and
other receivables (note 7.2.5.2).

Furthermore, the Company as at 31 December 2016 recognized in non-current assets held for sale the CO2 emission rights in the amount of PLN 158 million
and rights to colorful energy in the amount of PLN 52 million.
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7.2.3.  Shares in related parties
SELECTED ACCOUNTING PRINCIPLES

Investments in related parties in the separate financial statements
Investments in subsidiaries, jointly controlled entities and associates that are not classified as held for sale (or not as a part of a disposal the company classified as held for sale in
accordance with IFRS 5), are recognized at cost less impairment allowances.

Company's Company's
share in share share in share

31/12/2016 31/12/2015 capital /of total capital /of total Principal activity
number of votes number of votes
on 31/12/2016 on 31/12/2015

Subsidiaries and jointly controlled entities

Lithuania - crude oil processing, production of refining products

AB ORLEN Lietuva L 1985 835 100.00% 100.00%
Juodeikiai and wholesale
B o o, exploration and recognition of hydrocarbon deposits,
ORLEN Upstream Sp. z 0.0. Poland - Warsaw 1846 1672 100.00% 100.00% extraction of crude oil and natural gas
UNIPETROL a.s. g::;:jewbho ) 1813 1813 62.99% 62.99% assets management of the Unipetrol Group
ORLEN Deutschland GmbH glf; ’;‘hao”r’r’]' 504 504 100.00% 100.00%  assets management and retail fuel sale
g;szllo(ZRLEN Polyolefins Poland - Plock 454 454 50.00% 50.00%  production, distribution and sale of polyolefins
Anwil SA. S\zcl)acrllgw_ek 399 399 100.00% 100.00%  production of nitrogen fertiizers, plastic and chermicals
ORLEN Poludrie S.A. Poland - Trzebinia 245 245 100.00% 100,003, CTude i rocessing, manufzcuring and sale of fuel
ORLEN Paliwa Sp. z 0.0. Poland - Widetka 145 145 100.00% 100.00% }LZ‘T: in liquid fuels, manufacturing, storage of gaseous
. _ o o, production, distribution and sale of grease oils,
ORLEN Oil Sp. z 0.0. Poland - Cracow 128 161 100.00% 100.00% maintenance liquids
ORLEN Asfalt Sp. 2 0.0. Poland  Plock 90 % 100.00% 10000% Manufacturing and sale of road bitumens and specific
bitumen products
Other subsidiaries 412 364
Repayable additional payments to
equity of subsidiaries, incl.: Ead 886
ORLEN Upstream Sp. z 0.0. 836 836
8905 7568

As at 31 December 2016 and as at 31 December 2015 impairment allowances of shares in related parties amounted to PLN 8,354 million and PLN 9,471 million
respectively and related mainly to impairment of shares in AB ORLEN Lietuva.
Additional information about impairment is presented in note 7.2.4.

7.24. Impairment of non-current assets

SELECTED ACCOUNTING PRINCIPLES

Impairment of non-current assets

At the end of the reporting period, the Company assesses whether there are indicators that an asset or cash-generating unit (CGU) may be impaired or any indicators that
the previously recognized impairment should be reversed.

Assets that do not generate the independent cash flows are grouped on the lowest level on which cash flows, independent from cash flows from other assets, are
generated (CGU). If such case occurs, the recoverable amount is determined on the CGU level, to which the asset belongs.

Recognition and reversal of impairment allowance of property, plant and equipment and intangible assets is is recognized in other operating activities.

ESTIMATES

Impairment of non-current assets
The Management Board assesses whether there is any indicator for impairment of an asset or cash generating unit. If there is any indicator for impairment, the estimation of
recoverable amount of an asset is made.

As at 31 December 2016, an impairment indicators were identified in the Company in accordance with IAS 36 “Impairment allowances of assets” related to the approval on
15 December 2016 the Strategy of the ORLEN Group for the years 2017-2021 ("Strategy") by the Management Board and the Supervisory Board of PKN ORLEN.

Assumptions of the ORLEN Group Strategy include among others, economic growth in key markets activity of the ORLEN Group, the increase in crude oil prices resulting
from the need to replace natural decreases in extractions by productions from more expensive sources and restrictions on investment in recent years, the stabilization of
downstream margin at a level lower than that observed in the last 2 years and a further increase in regulatory pressure, especially in the field of low carbon economy and
environmental protection. Macroeconomic assumptions were developed on the basis of commercially available sources of knowledge of industry analitic agencys, forecasts
of bank analysts, expert knowledge of the ORLEN Group.

The tests were performed on the basis of assets of the Company as at 31 December 2016 and net cash flows projected in the approved within the Strategy the Mid-Term
Plan for the years 2017-2021, discounted to their present value using the discount rates calculated as the average weighted cost of involvement of equity and debt, before
tax, reflecting the current market value of money and the specific risks to the valued assets.

Sources of macroeconomic indicators necessary to determine the discount rate were published by prof. Aswath Damodaran (source: http:/pages.stern.nyu.edu),
govemment bonds quotation and govemment agencies available as at 31 December 2016.
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Property, plant and equipment and intangible assets

Discount reates applied in connection with tests respectivly to the defined main cash - generating units in PKN ORLEN S.A. is for Rafinery CGU 10.50%,
Petrochemical CGU 11.93%, Retail CGU 9.57%, Power industry CGU 6.73%.

Lifetimes adopted for testing is respectively for Rafinery, Petrochemical and Power industry CGU 25 years, for Retail CGU 15 years. After the period covered by the
Mid-Term Plan for the years 2017-2021 assumed constant rate of cash flows growth, estimated for Poland at the level of long-term inflation rate of 1.38%.

As at 31 December 2016 the Company did not identify any impairment indicators of property, plant and equipment and intangible assets.

Shares

For the purpose of impairment test of shares each related party is treated as a separate cash-generating unit.

Valuation was conducted on the basis of net cash flows included in the Mid-Term Plan for years 2017-2021 and by determining the residual value discounted to their
present value by use the base discount rate, before tax, which reflected the current market estimation of time value of money and the specific risk to the valued asset. The
calculation considered changes in net working capital and value of net debt.

As a result of analysis performed as at 31 December 2016, the Company recognized reversal of the impairment allowance of shares in AB Orlen Lietuva in the amount
PLN 1,150 million and recognition of the impairment allowance of shares in Orlen Oil in the amount of PLN (33) million. The discount rates for the valuation of shares of AB
ORLEN Lietuva is 11.13% and the shares in Orlen Oil 9.57%.

Sensitivity analysis of Orlen Lietuva shares value in use as at 31 December 2016

PLN million EBITDA

E decrease of reversal increase of reversal increase of reversal
s (100) 40 180
3 decrease of reversal increase of reversal
3 (135) - 135
UED decrease of reversal decrease of reversal increase of reversal

(168) (37) 93

Sensitivity analysis of Orlen Oil shares value in use as at 31 December 2016

PLN million EBITDA

20 - (20)
increase in allowance increase in allowance decrease in allowance
16 4 ()

w
5 decrease in allowance decrease in allowance decrease in allowance
= (12) ) (33)
8 increase in allowance decrease in allowance
o
D
a

As at 31 December 2015 the Company did not identify any impairment indicators of property, plant and equipment and intangible assets.

In 2015 an impairment indicators were identified of development and extraction of mineral resources of ORLEN Upstream Canada Ltd, belonging to the ORLEN Upstream
Group which is a part of ORLEN Capital Group (,ORLEN Group”, ,Group”, ,Capital Group”). Have decreased the equity of ORLEN Upstream Group and consequently PKN
ORLEN recognized impairment allowance of payment to ORLEN Upstream equity (parent company of ORLEN Upstream Group) in the amount of PLN (365) million.
Furthermore due to the narrowing of the areas of exploration and determining the most perspective areas for further hydrocarbon exploration in Poland was recognized an
impairment allowance of additional capital contributions to Orlen Upstream in the amount of PLN (417) million.

The impact of the recognition of impairment allowance of shares in related entities on profit or loss in 2015 amounted to PLN (800) million.

7.25.  Working capital

Inventories Trade and other Trade and other liabilities ~ Working capital*
receivables
NOTE
3111212015 7715 4286 6651 5350
31/112/2016 7309 6561 8 850 5020
Change in working capital in the statement of financial 406 (2275) 2199 330
Adjustments 1 (286) 457 172
Change in rights and advances for non-financial non-current assets 7.252 - (292) - (292)
Change in investment liabilities 7.253 - - 485 485
Other 1 6 (28) (21)
Change in working capital in the statement of cash flows 407 (2 561) 2656 502
* Working capital: Inventories + Trade and other receivables - Trade and other liabilities
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7.2.5.1. Inventories

SELECTED ACCOUNTING PRINCIPLES

Inventories

Inventories, including mandatory reserves comprise products, semi-finished products and work in progress, merchandise and materials.

Finished goods, semi-finished products and work in progress are measured initially at production cost. Production costs include costs of materials and costs of conversion
for the production period. Costs of production include also a systematic allocation of fixed and variable production overheads estimated for normal production level.

Finished goods, semi-finished products and work in progress shall be measured at the end of the reporting period at the lower of cost and net realizable value, after
deducting any impairment losses.

Outgoings of finished goods, semi-finished products and work in progress are determined based on the weighted average cost of production.

Merchandise and materials are measured initially at acquisition cost, while as at the end of the reporting period merchandise and raw materials are measured at the lower
of cost or net realizable value.

Outgoings of merchandise and raw materials is determined based on the weighted average acquisition cost or production cost formula.

Impairment tests for specific items of inventories are carried out on a current basis during a reporting period. Write-down to net realizable value concems inventories that
are damaged or obsolete and the selling price have fallen.

Raw materials held for use in the production are not written down below acquisition or production cost if the products in which they will be incorporated are expected to be
sold at or above cost. However, when a decline in the price of materials indlicates that the cost of the products exceeds net realizable value, the materials are written down
to net realizable value.

Recognition and reversal of impairment loss of inventories is recognized in cost of sales.

ESTIMATES

Net realizable values from sale of inventories
The inventory allowances required estimation of the net realizable value based on the most recent sales prices at the moment of estimations.

3111212016 3111212015

Raw materials 4496 4400
Work in progress 629 483
Finished goods 1891 2645
Merchandise 293 187
Inventories, net 7309 775
Impairment allowances of inventories to net realisable value 7 29
Inventories, gross 7316 7744

As at 31 December 2016 and as at 31 December 2015 the value of mandatory reserves of the Company amounted to PLN 3,739 million and PLN 4,230 million,
respectively.

Change in impairment allowances of inventories revalued at net realizable value

At the beginning of the period 29 522
Recognition 28 47
Reversal (43) (38)
Usage (7) (502)

7 29

7.2.5.2. Trade and other receivables

SELECTED ACCOUNTING PRINCIPLES

Receivables

Receivables, including trade receivables, are recognised initially at fair value and subsequently at amortised cost using the effective interest method less impairment allowances.
Impairment allowances of receivables are based on the individual analysis of the value of held collaterals, and based on the possible mutual compensation of debts.

Recognition and reversal of impairment allowances of receivables are recognized in other operating activity in relation to principal amount and in financial activities in relation to interest
for delayed payments.

ESTIMATES

Impairment of trade and other receivables
The Management Board assesses whether there is any indicator for impairment of receivables taking into account the adopted internal procedures such as individual
assessment of each customer with regard to credlit risk.
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31/12/2016 311212015
NOTE

Trade receivables 6068 3558
Other 59 9
Financial assets 6127 3567
Excise tax and fuel charge 106 103
Other taxation, duty, social security and other benefits 70 76
Advances for non-current non-financial assets 118 374
Rights 14 50
Advances for deliveries 26 17
Prepayments 100 99
Non-financial assets 434 719
Receivables, net 6 561 4286
Receivables impairment allowance 7.2522 264 270
Receivables, gross 6825 4556

Division of financial assets denominated in foreign currencies is presented in note 7.3.5.2. Division of receivables from related parties is presented in note 7.4.7.

7.25.2.1. The ageing analysis of receivables

Based on the analysis of balances of receivables the customers were divided into:
- Group | - customers with very good or good history of cooperation in the current year;
- Group Il - other customers.

The division of not past due receivables

31/12/2016 3111212015
NOTE E—

Group | 5090 2469
Group Il 878 973
7.252 5968 3442

The division of past due receivables, but not impaired as at the end of the reporting period

NOTE
up to 1 month 133 92
above 1 to 3 months 21 29
above 3 to 6 months 2 2
above 6 to 12 months 1 2
above 1 year 2 -
7.25.2 159 125

7.25.2.2. Change in impairment allowances of trade and other receivables

At the beginning of the period

Recognition 14 18
Reversal 8) (16)
Usage (12) (25)

264 270

7.2.5.3. Trade and other liabilities
SELECTED ACCOUNTING PRINCIPLES

Liabilities
Liabilities, including trade liabilities, are initially measured at fair value and subsequently at amortised cost using the effective interest rate method.
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31/12/2016 31/12/2015

Trade liabilities 5527 3329
Investment liabilities 719 1204
Finance lease 23 21
Other 86 106
Financial liabilities 6 355 4660
Payroll liabilities 117 109
Excise tax and fuel charge 1374 1126
Value added tax 886 641
Other taxation, duties, social security and other benefits 77 60
Holiday pay accruals 32 29
Other 9 26
Non-financial liabilities 2495 1991

8 850 6651

Division of financial liabilities denominated in foreign currencies is presented in note 7.3.5.2. Division of liabilities from related parties is presented in note 7.4.7.
As at 31 December 2016 and as at 31 December 2015 in the Company were no material overdue liabilities.

7.26.  Net debt and and equity management

SELECTED ACCOUNTING PRINCIPLES

Net debt
The Company defined net debt as: non-current and current loans, borrowings and bonds lower by cash and cash equivalents.
Cash comprises cash on hand and in a bank accounts. Valuation and outflows of cash and cash equivalents in foreign currencies are based on FIFO (First In First Out) method.

Changes in net debt

31/12/2016 311122015

At the beginning of the period 8278 6667
loans, borrowings and bonds 9242 10 142
cash (964) (3475)

Cash changes in net debt (2 029) 1592
Net increase/(decrease) in cash (1591) 2517
drawings / (repayments) of net loans, borrowings and bonds (752) (966)
realized foreign exchange differences in statement of profit or loss 314 41

non-cash changes in net debt 26 19
unrealized foreign exchange differences (58) 32
foreign exchange differences from translation of cash (8) (6)
Fair value 45 4)
other 47 3

6 275 8278

7.2.6.1. Loans, borrowing and bonds

Non-current Current
31/12/2016 31/12/2015 31/12/2016 31/12/2015 31/12/2016 31/112/2015
Loans 653 3973 104 240 757 4213
Borrowings 5536 2135 42 593 5578 2728
Bonds 1314 2017 1189 284 2503 2301
7503 8125 1335 1117 8838 9242

The Company bases its financing on fixed and floating interest rates. Depending on the currency of financing these are relevant Interbank rates increased by
margin. The margin reflects risk connected with financing of the Company and in case of some long-term contracts depends on net debt/EBITDA ratio.

On 10 March 2017 PKN ORLEN early repaid the long-term credit in the amount of PLN 763 million with interest due, under the agreement the maturity falling in 2025.

The agreement allowed the early repayment at the request of the borrower.

7.26.1.1. Loans

- by currency (translated into PLN)/ by interest rate

31/12/2016 31/12/2015

PLN - WIBOR 757 805
EUR - EURIBOR - 2823
USD - LIBOR - 585

757 4213

As at 31 December 2016 unused credit lines increased by trade and other receivables (note 7.2.5.2.) and cash exceeded trade and other liabilities (note 7.2.5.3)
by PLN 9,595 million.
The Company hedges cash flows related to interest payments regarding extemal financing in EUR and USD, by using interest rate swaps (IRS).
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In the period covered by the foregoing separate financial statements as well as after the reporting date there were no cases of violations of loans or interests repayment.

7.2.6.1.2. Borrowings

- by currency (translated into PLN)/ by interest rate

3111212016 3111212015

EUR - fixed interest rate 5536 2135
EUR - EONIA - 554
USD - LIBOR 42 39

5578 2728

As at 31 December 2016 and 31 December 2015 the amount of PLN 5,536 million and PLN 2,135 million, respectively related to a borrowings from ORLEN Capital AB.
In the period covered by the foregoing separate financial statements after the reporting period there were no cases of default on repayment of principal or interest
of borrowings nor breaches of covenants.

7.2.6.1.3. Bonds

- by currency (translated into PLN)

31/12/2016 31/12/2015
PLN

2503 2301
2503 2301

- by interest rate

Floating rate bonds Fixed rate bonds Total
31/12/2016 31/12/2015 31/12/2016 31/12/2015 31/12/2016 31/12/2015
Nominal value 1900 1900 587 385 2487 2285
Carrying amount 1916 1916 587 385 2503 2301
Nominal value Subscription Maturity Base rate Margin
date date
A Series 200 28.05.2013 28.05.2017 6M WIBOR 1.50% A - (pol)
B Series 200 03.06.2013 03.06.2017 6M WIBOR 1.50% A - (pol)
C Series 200 06.11.2013 06.11.2017 6M WIBOR 1.40% A- (pol)
D Series 100 14.11.2013 14.11.2017 6M WIBOR 1.30% A - (pol)
E Series 200 02.04.2014 02.04.2018 6M WIBOR 1.30% A - (pol)
F Series 100 09.04.2014 09.04.2020 Fixed interest rate 5% A - (pol)
Retail bonds 1000
Corporate bonds 1000 27.02.2012 27.02.2019 6M WIBOR 1.60% -
2000

In addition, as at 31 December 2016 and as at 31 December 2015 the nominal value of short-term bonds issued to the companies from the Group amounted to
PLN 487 million and PLN 285 million, respectively.

The difference between the nominal value and carrying amount of bonds results from measurement of bonds according to amortized cost using the effective
interest method and discount.

7.2.6.2. Equity management policy

Equity management is performed on the Group level in order to protect the Group’s ability to continue its operations as a going concem while maximizing retums for

shareholders.

The Management Board monitors the following ratios:

— netfinancial leverage of the Group - as at 31 December 2016 and as at 31 December 2015 amounted to 11.5% and 28.1% respectively;

—  dividend per ordinary shares — depends on financial position of the Group. In 2016 and in 2015 the dividend in the amount of PLN 2 per share and of PLN 1.65 per
share, was paid, respectively.

7.2.7.  Equity
SELECTED ACCOUNTING PRINCIPLES

Equity

Share capital
Equity paid by shareholders stated at nominal value in accordance with the Company’s articles of association and the entry in the Commercial Register.
Share capital as at 31 December 1996, in accordance with IAS 29, § 24 and 25, was revalued based on monthly price indices of consumer goods and services.

Share premium
Created by the surplus of the issuance value in excess of the nominal value of shares decreased by issuance costs. Capital from issue of shares above their nominal value
as at 31 December 1996, in accordance with IAS 29, § 24 and 25, was revalued based on monthly price indices of consumer goods and services.

SEPARATE FINANCIAL STATEMENTS FOR THE YEAR 2016 22/38
(Translation of a document originally issued in Polish)



=EEEE A Ve>rQRQ

(PLN million)

PKN ORLEN

Letter of Board Opinion Separate Explanatory Management Corporate
President of Auditor Statements Notes Report Governance
Hedging reserved

Relates to valuation and settlement of hedging instruments that meet the criteria of cash flow hedge accounting.
Retained earnings

include:

- reserve capital created and used in accordance with the Commercial Companies Code,
- actuarial gains and losses from post-employment benefits,

- the current reporting period profit/loss,

- other capitals created and used according to the rules prescribed by law.

7.2.71. Share capital

3111212016 3111212015
535 535

Share capital
Share capital revaluation adjustment

523 523

1058 1058

In accordance with the Polish Commercial Register, the share capital of Polski Koncern Naftowy ORLEN S.A. as at 31 December 2016 and as at 31 December 2015

amounted to PLN 535 million and it is divided into 427,709,061 ordinary shares with nominal value of PLN 1.25 each.

Number of shares issued

C Series
77 205 641

B Series
6971496

A Series
336 000 000

Total
427709 061

D Series
7531924

In Poland, each new issue of shares is labelled as a new series of shares. All of the above series have the exact same rights.

Shareholders structure

Number of shares /

Nominal value of shares Share in share

voting rights (in PLN) capital
State Treasury 117710 196 147 137 745 27.52%
Nationale-Nederlanden OFE* 35590 112 44 487 640 8.32%
Aviva OFE* 30000 000 37 500 000 7.01%
Other 244 408 753 305510 941 57.15%
427709 061 534 636 326 100.00%

* Shareholders holding directly or indirectly through subsidiaries, at least 5% of the total number of votes at the Extraordinary General Meeting of Shareholders of PKN ORLEN SA of 24t January 2017.

7.2.7.2. Share premium

31/12/2016 31/12/2015

Nominal share premium 1058 1058

Share premium revaluation adjustment 169 169

1227 1227

7.2.7.3. Hedging reserve
NOTE

At the beginning of the period (143) (1370)
gross value (176) (1691)
deferred tax 33 321
Items of other comprehensive income (227) 1515
settlement of hedge instruments, gross, incl.: 152 1928
sales revenues (17) (226)
cost of sales 98 212
foreign exchange differences 47 (50)
inventories 13 1972
valuation of hedge instruments, gross (440) (413
settlement of instruments - no hedged item 61 -
Deferred tax from hedging instruments valuation and settlement 7.1.7.2 43 (288)
(327) (143)
gross value (403) (176)
deferred tax 76 33

On 30 June 2016 repayment of the loan tranche took place, for which interest flows hedge accounting was applied. Therefore, further evaluation of instruments is
recognized in profit or loss, and a part of the effective valuation at date of repayment was recognized in equity in the amount PLN (106) million. At the time of the

expected cash flows, this amount will be settled for as an adjustment to interest expenses.
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7.2.74. Retained earnings

Reserve capital 14 049 13856
Other capital 830 830
Equity resulting from merger under common control (29) (29)
Actuarial gains and losses (@) U]
Net profit for the period 5364 1048

20210 15704

7.2.7.5. Proposal to distribution of the Company’s profit for 2016

A dividend policy assumes a gradual increase in the level of dividend per share by taking into account the implementation of strategic financial objectives and forecasts of the
macroeconomic situation. This method does not relate the rate of dividend to net profit, which in the ORLEN Group'’s area of operations is subject to high fluctuations and
can include non-cash items, such as revaluation of assets, inventories or loans, distorting the view of the current financial situation of the Group.

The Management Board of PKN ORLEN, after considering the liquidity situation and achievement of strategic financial objectives, proposes to distribute the net profit of PKN
ORLEN for the year 2016 of PLN 5,364,455,552.64 as follows: 1,283,127,183 will be allocated as a dividend payment (PLN 3 per 1 share) and the remaining amount of net
profit of PLN 4,081,328,369.64 as reserve capital of the Parent Company. The Management Board recommends 14 July 2017 as the dividend date and 4 August 2017 as
the payment date. This recommendation will be presented to the General Shareholders’ Meeting of PKN ORLEN S.A., which will make a conclusive decision in this matter.

7.2.7.6. Distribution of the Company’s profit for 2015

Pursuant to article 395 § 2 point 2 of the Commercial Code and § 7 sec. 7 point 3 of the Parent Company’s Articles of Association, the Ordinary General
Shareholders’ Meeting of PKN ORLEN S.A. on 3 June 2016, having analysed the motion of the Management Board, decided to distribute the net profit of PKN
ORLEN for the year 2015 of PLN 1,047,519,491.84 as follows: the amount of PLN 855,418,122 for dividend payment (PLN 2 per 1 share) and the remaining
amount of net profit of PLN 192,101,369.84 as reserve capital.

7.28. Embedded derivatives and hedging instruments and other assets and liabilities

Embedded derivatives and hedging instruments and other assets

Non-current

31/12/2016

31/12/2015

Total

Current

31/12/2016 31/12/2015 31/12/2016 31/12/2015

Cash flow hedging instruments 66 135 678 123 813
currency forwards 12 45 32 73 44 118
commodity swaps 54 90 25 605 79 695

Embedded derivatives - - - 1 - 1
currency swaps - - 1 - 1

Embedded derivatives and hedging

instruments 66 135 57 679 123 814

Other financial assets 38 44 1212 109 1250 153
loans granted 38 44 1066 20 1104 64
cash pool - 29 31 29 31
receivables on cash flows settled hedging instruments - 117 58 117 58

Other non-financial assets 135 134 - - 135 134
perpetual usufruct of land 95 94 - - 95 94
financial assets available for sale 40 40 - - 40 40

Other assets 173 178 1212 109 1385 287

Embedded derivatives and hedging instruments and other liabilities

Non-current Current Total
31/12/2016 31/12/12015 31/12/12016 31/12/12015 31/12/2016 311212015

Cash flow hedging instruments 190 239 287 760 477 999
interest rate swaps - 92 - - - 92
commodity swaps 28 48 139 749 167 797
currency interest rate swaps 120 99 31 - 151 99
currency forwards 42 - 17 11 159 11

Derivatives not designated as hedge accounting 90 - - - 90
interest rate swaps 90 - - 90 -

Embedded derivatives - - 2 2 2 2
currency swaps B 2 2 2 2

!Embedded derivatives and hedging 280 239 289 762 569 1001

instruments

Other financial liabilities 213 398 498 647 " 1045
liabilities on cash flows settled hedging instruments - 103 92 103 92
investment liabilities 111 299 111 299
finance lease 102 99 - - 102 99
cash pool - 395 555 395 555

Other liabilities 213 398 498 647 71 1045
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7.29. Provisions

SELECTED ACCOUNTING PRINCIPLES

Provisions
The amount recognized as a provision is the best estimate of the expenditure required to settle the present obligation at the end of the reporting period.

Environmental provision

The Company creates provisions for future liabilities due to reclamation of contaminated land or water or elimination of harmful substances if there is such a legal or
constructive obligation. Environmental provision for reclamation is periodically reviewed on the basis of contamination assessment. Changes in the value of the provision
increase or decrease the current value of the asset subject to reclamation. If the decrease in the provision is higher than the carrying value of the asset, the amount of that
excess is recognized in profit or loss.

Jubilee bonuses and post-employment benefits

Under the remuneration plans employees of the Company are entitled to jubilee bonuses, paid to employees after elapse of a de fined number of years in service as well as
retirement and pension benefits, paid once at retirement or pension.

The amount of above benefits and jubilee bonuses depends on the number of years in service and an employee’s average remuneration.

The jubilee bonuses are other long-term employee benefits, whereas retirement and pension benefits are classified as post-employment defined benefit plans.

Provisions are determined by an independent actuary and revalued if there are any indlications impacting their value, taking into account the staff tumover and planned growth of wages.
Actuarial gains and losses from post-employment benefits are recognised in components of other comprehensive income and from other employment benefits, including
Jjubilee awards, are recognised in the statement of profit or loss.

CO: emissions, energy certificates

The Company recognizes the estimated CO2 emissions costs during the reporting period in operating activity costs (taxes and charges). Provision is recognized based on
the value of allowances, taking into account the principle of FIFO. In case of a shortage of allowances, the provision is created based on the purchase price of allowance
concluded in forward contracts or market quotations at the reporting date.

During the reporting period the Company recognizes provision for the estimated volume of energy rights and energy efficiency certificates for depreciation, which is
recognized as a reduction of revevues from sales of energy.

Other provisions

Other provisions include mainly provisions for legal proceedings and are recognized after consideration of all available information, including the opinions of independent
experts.

The Company recognizes provisions if at the end of the reporting period the Company is an obligation arising from past events that can be reliably estimated and it is
probable that fulfilment of this obligation will cause an outflow of resources embodying economic benefits.

ESTIMATES

Recognition of provisions requires estimates of the probable outflow of resources embodying economic benefits and defining the best estimate of the expenditure required
to settle the present obligation at the end of the reporting period. Provisions are recognized when the probability of outflow of resources embodying economic benefits is
higher than 50%.

Non-current Current Total

31/12/2016 31/12/2015 31/12/2016 31/112/2015 31/12/2016 31/112/2015

Environmental 254 185 30 32 284 217

Jubilee bonuses and post-employment 15 122 20 16 135 148
benefits

CO, emissions, energy certificates - - 180 223 180 223

Other - - 112 112 112 112

369 317 342 383 Ikl 700

Change in provisions

Jubilee bonuses

Environmental ni - mission o
:rovrsi; employmen:l b:r:)e(:‘its en:g; sert;?c:tess‘ S
provision
01/01/2016 217 148 223 112 700
Recognition 101 19 179 54 353
Reversal - (19) - (6) (25)
Usage (34) (13) (222) (48) (317)
284 135 180 112 1
01/01/2015 245 157 149 146 697
Recognition 10 21 225 11 267
Reversal (8) (11) - (3) (22)
Usage (30) (19) (151) (42) (242)
217 148 223 112 700
SEPARATE FINANCIAL STATEMENTS FOR THE YEAR 2016 25/38

(Translation of a document originally issued in Polish)



EEEEQ VMe>QQQ
PKN ORLEN (PLN million)
Letter of Board Opinion Separate Explanatory Management Corporate
President of Auditor Statements Notes Report Governance

Change in provisions presented in the statement of financial position 11 3
Usage of prior year CO, emission provision, energy certification provision 219 148
Capitalization of environmental provision (47) -
Other @) ()
Change in provisions in the statement of cash flows 181 149

7.2.9.1. Environmental provision

The Company has legal obligation to clean contaminated land — water environment in the area of production plants Ptock, fuel stations, fuel terminals and
warehouses.

The Management Board estimated the provision for the environmental risk regarding the removal of contaminants based on analyzes provided by the
independent expert or based on current expected costs of remediation.

Increase in the provision results from the updating of present value estimates of investment expenditures required to settle the present obligation at the reporting
date.

7.2.9.2. Provision for jubilee bonuses and post-employment benefits

Change in employee benefits obligations

Jubilee bonuses provision Post-employment benefits Total
31/12/2016 31/12/2015 31/12/2016 31/12/2015 31/12/2016 31/12/2015
At the beginning of the period
Current service costs 3 3 1 2
Interest expenses 3 2 1 2 4 4
Actuarial gains and I'ossgs arising from (13) 3 3 ) (10) @
changes in assumptions:
demographic (13 1 1 1 (12) 2
financial (4) (5 (1) (5 5 (10)
other 4 7 3 (1) 7 6
Past employments cost - 1 - - - 1
Payments under program 8) (11) (3) (6) (11) (17)
7.29 75 90 60 58 135 148

The carrying amount of employee benefits liabilities is identical to their present value as at 31 December 2016 and 31 December 2015.

Employee benefits liabilities divided into active retired employees

Active employees Retired employees Total

31/12/2016 31/12/2015 31/12/2016 31/12/2015 31/12/2016 31/12/2015

Poland 120 133 15 15 135 148

Jubilee bonuses provision Post-employment benefits Total

31/12/2016 31/12/2015 31/12/2016 3111212015 31/12/2016 3111212015

Maturity of employee benefits analysis

up to 1 year 10 8 10 8 20 16
above 1to 5 years 26 28 8 7 34 35
above 5 years %) 54 42 43 81 97
75 90 60 58 135 148

Employee benefits payments analysis
up to 1 year 10 8 10 8 20 16
above 110 5 years 35 37 9 8 44 45
above 5 years 109 166 294 300 403 466
154 21 313 316 467 527

The weighted average duration of liabilities for post-employment benefits in 2016 and in 2015 was 12 and 13 years, respectively.
In 2016 the amount of provision for employee benefits changed as the result of update of assumptions, mainly in relation to discount rate, projected inflation and
expected remuneration increase ratio. Should the 2015 assumptions be used, the provision for the employee benefits would be lower by PLN (17) million.

Sensitivity anslysis to changes in actuarial assumptions

As at 31 December 2016, the Company used the following actuarial assumptions, that had an impact on the level of actuarial provisions: discount rate 3.5%, expected
inflation 1.3% in 2017, 1.5% in 2018 and 2.5% in subsequent years, the remuneration increase rate: 0% in years 2017-2018 and 2.5% in subsequent years.

The Company analysed the impact of the financial and demographic assumptions and calculated that the change of ratios by +/- 1 p.p., the discount rate by +/-
0.5 p.p. and the rate of turnover by +/- 0.5 p.p. amounts to PLN 5 million. Therefore, the Company does not present any detailed information.
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The Company carries out the employee benefit payments from current resources. As at 31 December 2016 there were no funded plans and the Company paid
no contributions to fund liabilities.

7.2.9.3. Provision for CO; emissions, energy certificates

Provision for CO2 emissions, energy certificates comprises mainly recognition of the provision for estimated in the reporting period, cost of CO, emissions. As at
31 December 2016 and 31 December 2015 the value of the provision amounted to PLN 170 million and PLN 211 million, respectively.

7.2.9.4. Other provisions

As at 31 December 2016 and as at 31 December 2015 other provisions comprise mainly provisions for the risk of unfavourable decisions of pending
administrative or court proceedings of PLN 83 million and PLN 84 million, respectively.

7.3. EXPLANATORY NOTES TO THE FINANCIAL INSTRUMENTS AND FINANCIAL RISK
SELECTED ACCOUNTING PRINCIPLES

Financial instruments

Measurement of financial assets and liabilities

At initial recognition, the Company measures financial assets and liabilities at their fair value plus, in the case of a financial asset or a financial liability not at fair value
through profit or loss (i.e. held for trading), transaction costs that are directly attributable to the acquisition or issue of the financial asset or financial liability. The Company
does not classify instruments as measured at fair value through profit or loss upon initial recognition, i.e. does not apply the fair value options.

At the end of the reporting period, the Company measures item of financial assets and liabilities at amortised cost using effective interest rate method, except for derivatives, which are
measured at fair value.

Gains and losses resulting from changes in fair value of derivatives, for which hedge accounting is not applicable, are recognized in the current year profit or loss.

Hedge accounting

Derivatives designated as hedging instruments whose cash flows are expected to offset changes in the cash flows of a hedged item are accounted for in accordance with the cash flow
hedge accounting.

The Company assess effectiveness of cash flow hedge at the inception of the hedge and later, at minimum, at reporting date.

In case of cash flow hedge accounting, the Company recognizes in other comprehensive income part of profits and losses connected with the effective part of the hedge, whereas profits
or losses connected with the ineffective part - under profit or loss.

The Company uses statistical methods, in particular regression analysis, to assess effectiveness of the hedge.

If a hedge of a forecast transaction subsequently results in the recognition of a financial asset or a financial liability, the associated gains or losses that were recognized in other
comprehensive income are reclassified to profit or loss of the reporting period in the same period or periods during which the asset acquired, or liability assumed, affects profit or loss.
However, if the Company expects that all or a portion of a loss recognized in other comprehensive income will not be recovered in one or more future periods, it reclassifies the amount
that is not expected to be recovered to profit or loss.

If a hedge of a forecast transaction subsequently results in the recognition of a non-financial asset or a non-financial liability, or a forecast transaction for a non-financial asset or non-
financial liability becomes a firm commitment for which fair value hedge accounting is applied, the Company removes the associated gains and losses that were recognized in the other
comprehensive income and includes them in the initial cost or other carrying amount of the asset or liability.

If a hedge of a forecast transaction results in the recognition of revenue from sales of products, merchandise, materials or services, the Company removes the associated gains or losses
that were recognized in the other comprehensive income and adjusts these revenues.

Fair value measurement

The Company maximises the use of relevant observable inputs and minimizes the use of unobservable inputs to meet the the objective of fair value measurement, which is to estimate
the price at which an orderly transaction to transfer the liability or equity instrument would take place between market participants as at the measurement date under current market
conditions.

The Company measures derivative instruments at fair value using valuation models for financial instruments based on generally available exchange rates, interest rates, forward and
volatility curves, for currencies and commodities quoted on active markets.

Fair value of derivatives is based on discounted future flows related to contracted transactions as a difference between term price and transaction price.

Forward rates of exchange are not modeled as a separate risk factor, but they are calculated as a result of spot rate and forward interest rate for foreign currency in relation to PLN.
Derivatives are presented as assets, when their valuation is positive and as liabilties, when their valuation is negative.

PROFESSIONAL JUDGMENTS

Financial instruments
The Management Board assesses the classification of financial instruments, nature and extent of risks related to financial instruments and application of the cash flow
hedge accounting. The financial instruments are classified into different categories depending on the purpose of the purchase and nature of acquired asset.
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7.3.1. Financial instruments by category and class
Financial instruments by class NOTE 31/112/2016 31/12/2015 Financial instruments by category
ASSETS
Unquoted shares 7.28 40 40 Available for sale
Embedded derivatives 7.28 - 1 Atfair value through profit or loss
Hedging instruments 7.28 123 813 Hedging financial instruments
9940 4684 Loans and receivables
Trade receivables 7.252 6068 3558 Loans and receivables
Loans granted 7.28 1104 64  Loans and receivables
Cash 2563 964  Loans and receivables
Cash pool 7.28 29 31 Loans and receivables
Receivables on cash flows settled hedging instruments 7.28 117 58  Loans and receivables
Other 7.252 59 9 Loans and receivables
10103 5538
LIABILITIES
Embedded derivatives and derivatives not designated as 128 At fair value through proft or loss
hedge accounting 92 2
Hedging instruments 7.28 477 999  Hedging financial instruments
Finance lease 7253728 125 120  Excluded from the scope of IAS 39
15779 14827 Measured at amortised cost
Loans 7.26.1.1 757 4213  Measured at amortised cost
Borrowings 72612 5578 2728 Measured at amortised cost
Bonds 7.2613 2503 2301 Measured at amortised cost
Trade liabilities 7.253 5527 3329  Measured at amortised cost
Investment liabilities 7253728 830 1503  Measured at amortised cost
Cash pool 7.28 395 555  Measured at amortised cost
Liabilities on cash flows settled hedging instruments 7.28 103 92 Measured at amortised cost
Other 7.253 86 106 Measured at amortised cost
16 473 15948
7.3.2. Income, expense, profit and loss in the separate statement of profit or loss and other comprehensive income
NOTE 2016 2015 Financial instruments by category
Interest income 7.1.61 54 77
54 76  Loans and receivables
- 1 Held to maturity
Interest costs 7162 (218) (213)
(216) (203)  Measured at amortised cost
4 (4)  Hedging financial instruments (ineffective part)
(6) (6)  Excluded from the scope of IAS 39
Recognition/reversal of receivables
impairment allowances (6) (3) Loans and receivables
other operating income/expenses (7) (6)  Loans and receivables
finance income/costs 1 3 Loans and receivables
Financial instruments gains/(losses) (434) (259)
214 227 Loans and receivables
(666) (479)  Measured at amortised cost
g (8)  Financial assets at fair value through profit or loss
10 (1) Hedging financial instruments (ineffective part)
] 2 Available for sale
(604) (398)
other, excluded from the scope of IFRS 7
Dividends from related entities 1605 725
Impairment allowances of shares in related entities 1117 (797)
Profit on sale of shares 62 -
Other 13 4
2797 (68)

7.3.3.  Fair value measurement
31112/12016

Fair value hierarch

Carrying Fair value Level 1 Level 2
amount

Financial assets

Loans granted 7.2.8 1104 1104 - 1104
Hedging instruments 7.2.8 123 123 - 123
1227 1227 . 1227
Financial liabilities
Loans 7.26.1.1 757 759 - 759
Borrowings 7.26.1.2 5578 5591 - 5591
Bonds 7.26.1.3 2503 2514 2028 486
Finance lease 7.253,7.28 125 129 - 129
Embedded derivatives and hedging instruments 7.2.8 569 569 - 569
9532 9 562 2028 7534
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31112/2015
Carrying Fair value Level 1 Level 2
NOTE amount
Financial assets
Loans granted 7.2.8 64 64 - 64
Hedging instruments 7.28 814 814 - 814
878 878 - 878
Financial liabilities
Loans 7.26.1.1 4213 4217 - 4217
Borrowings 7.26.1.2 2728 2734 - 2734
Bonds 7.26.1.3 2301 2333 2049 284
Finance lease 7.253,7.28 120 124 - 124
Embedded derivatives and hedging instruments 7.2.8 1001 1001 - 1001
10 363 10 409 2049 8360

For other classes of financial assets and liabilities fair value represents their carrying amount.
7.3.3.1.  Methods applied in determining fair value (fair value hierarchy)

Financial liabilities due to loans, bonds, finance lease and liabilities and receivables for borrowings are measured at fair value using discounted cash flows
method. Discount rates are calculated based on market interest rates according to quotations of 1- month, 3-months and 6-months interest rates increased by
proper margins for particular financial instruments.

As at 31 December 2016 and as at 31 December 2015 the Company held unquoted shares in entities, for which fair value cannot be reliably measured, due to
the fact that there are no active markets for these entities and no comparable transactions in the same type of instruments were noted. The value of shares of
those entities was recognised in the separate statement of financial position as at 31 December 2016 and as at 31 December 2015 of PLN 40 million at
acquisition cost less impairment allowances. As at 31 December 2016 and as at 31 December 2015 the Company did not intend to sell financial instruments classified as
available for sale, for which it is not possible to determine fair value.

During the reporting period and comparative period there were no reclassifications in the Company between Level 1 and 2 of fair value hierarchy.

7.3.4. Hedge accounting

Net carrying amount of cash flows hedging instruments

NOTE 31112/2016 31/12/2015
Type of instruments / type of risk Hedging strategies
: operating and investing activity;
currency forwards / risk of exchange rates changes (115) 107 sales of products and purchase of crude oil:

operational inventories, refining margin, time mismatch occurring on
commodity swaps / commodity risk (88) (102)  purchases of crude oil , risk of crude oil prices on arbitrage transactions
cash & carry, offers for which price formulas are based on fixed price;

currency interest rate swaps / risk of interest rates changes (151) (99)  interest payments;

interest rate swaps / risk of interest rates changes (92) _interest payment

7.28 (354) (186)

Planned realization date of hedged cash flows which will be recognized in the profit or loss

31112/2016 31/12/2015

Currency operating exposure 2017-2018 2016-2018

Finance currency exposure 2017 2016-2017

Interest rate exposure 2017-2019 2016-2020

Commodity risk exposure 2017-2018 2016-2017
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7.3.5.  Risks identification

Risk management is mainly focused on the unpredictability of markets and aims to minimize any potential negative impacts on the Company’s financial results.

Measurement of exposure Management/Hedging

Based on planned cash flows.

Exposure

- risk of changes in refining and petrochemical margins on
sale of products and Ural/Brent differential fluctuations;

- risk of changes in crude oil and products prices
related to the time mismatch;

- risk of changes in CO, emission rights prices;

- risk of changes in crude oil and refinery product prices
related to the obligation to maintain mandatory reserves
of crude oil and fuels;

- risk of changes in commodity prices on arbitrage
transactions cash & carry involving acquisition of
crude oil or products for stock in order to sell them or
process them at a later date

Type of risk

Commodity

Market risk management policy and hedging
strategies, which define principles of

measurement of individual exposure, parameters
and the time horizon of risk hedging and hedging
instruments.

- economic currency exposure resulting from inflows
decrease by expenses indexed to or denominated
in other than the functional currency;

- currency exposure resulting from investment or probable

Based on planned cash flows.

Exchange rates

changes liabilities and receivables in foreign currencies;

- balance sheet exposure resulting from assets and

liabilities denominated in foreign currency Based on analysis of balance sheet
positions.

Exposure resulting from owned assets and liabilities for which interest gains or Based on total gross debt to

losses are dependent on floating interest rates. positions for which interest costs are
Interest rates dependent on floating interest rate.
changes

Risk of unforeseen shortage of cash or lack of access to financing sources, both Based on planned cash flows in Short-term liquidity risk management policy, which

in the horizon of short and long-term borrowing, leading to temporary or short and long-term horizon. defines rules of reporting and consolidation of
Liquidity permanent loss of ability to pay financial liabilities or imposing the need to obtain liquidity of PKN ORLEN. Company carries out a

funds on unfavourable terms. policy of its financing sources diversification and
uses range of tools for effective liquidity

management.

Risk of bankruptcy of domestic or foreign banks, in which accounts are kept or in
which cash is invested for a short time.

Short-term credit rating of bank. Management based on principles of surplus cash
management, which determine possibility of

Losing cash and granting quotas for individual banks made on the

deposits basis of, among others, ratings of investment and
reporting data.
Risk of unsettled receivables for delivered products and services by customers. Analysis of creditability and solvency | Management based on procedures and policies
Credit Credit risk is also related to the creditability of customers with whom sales of customers. adopted for management of trade credit and debt

transactions are concluded. recovery.

The Company applies a consistent policy for hedging financial risks based on policies and strategies for market risk management under the supervision of the
Financial Risk Committee, the Management Board and the Supervisory Board.

7.3.5.1. Commodity risk

The impact of commodity hedging instruments on the Company’s financial statements

Type of hedged raw material/product Unit of measure 31/12/12016 31/12/2015
Crude oil bbl 10 086 955 3113200
Heating oil t 256 491 365017
Other t 20519 526 616

The net carrying amount of hedging instruments for commodity risk as at 31 December 2016 and as at 31 December 2015 amounted to PLN (88) million and
PLN (102) million, respectively.

Sensitivity analysis for changes in prices of products and raw materials

Analysis of the influence of changes in the carrying amount of financial instruments and hedging reserve to a hypothetical change in prices of products and raw
materials:

2016 2016 2015 2015

Increase of prices Total influence Increase of prices Total influence

Crude oil USD/bbl 45% (531) 19% (81)
Diesel USD/t 42% (18) 17% 9
Heating oil USD/t 53% 99 20% 17
Gasoline USD/t - - 21% (7)
JET fuel USD/t - - 16% 4
(450) (76)

At decrease in prices in 2016 and 2015, respectively by the same percentage, sensitivity analysis assumes values with the opposite sign in comparison to the
table above.

Applied for the sensitivity analysis of commodity risk hedging instruments variations of crude oil and products prices were calculated based on volatility and available
analysts’ forecasts.
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The influence of changes of prices was presented on annual basis.

In case of derivatives, the influence of crude oil, and products prices variations on fair value were examined at constant level of currency rates.

7.3.5.2.  Therisk of exchange rates changes

Currency structure of financial instruments

Total after translation to PLN

Financial instruments by class

3111212016 3111212015 3111212016 3111212015 3111212016 3111212015 3111212016 311122015 3111212016 3111212015
Financial assets

Trade receivables 122 146 535 197 - 73 - - 2775 1403
Loans granted 87 - 5 3 - - 210 - 1059 13
Embedded derivatives and hedging instruments 4 19 21 188 - - 5 - 123 814
Cash 289 2 4 2 - - - - 1295 17
Becewables on cash flows settled hedging ) } 2% 15 ) . ) . "7 58
instruments
502 167 593 405 - 73 215 - 5369 2305
Financial liabilities
Loans - 663 - 150 - - - - - 3408
Borrowings 1251 631 10 10 - - - - 5578 2728
Trade liabilities 26 7 1016 481 - - - - 4363 1907
Investment liabilities 34 169 6 18 261 - - - 218 790
Embedded derivatives and hedging instruments 76 44 55 208 - - 1 - 569 1001
!.labllmes on cash flows settled hedging ) ; 2% 24 ) ; ) ; 103 02
instruments
Other - 1 1 1 - - - - 4 7
1387 1515 1113 892 261 - 1 - 10835 9933

Sensitivity analysis for changes in the exchange rates

Assumed variations Influence on result before tax Influence on hedging reserve

31/1212016 31/12/2015
EURIPLN +15% +15% (561) (852) (1820) (553) (2381) (1 405)
USD/PLN +15% +15% (310) (275) (149) (18) (459) (293)
CZK/PLN +15% +15% (6) 2 = - 6) 2
CAD/PLN +15% - 98 - @7 - 1 -

(779) (1125) (2 066) (571) (2 845) (1 696)

At variation of currency rates by (-)15%, sensitivity analysis assumes the same value as in the table above only with the opposite sign. Variations of currency
rates described above were calculated based on average volatility of particular currency rates and on analysts’ forecasts.

The impact of variations in exchange rates on the fair value of derivatives is estimated at constant level of interest rates.

7.3.5.3.  The risk of interest rates changes

Structure of financial instruments subject to risk of interest rates changes

LIBOR USD EURIBOR LIBOR CAD

Financial instruments by

class

NOTE 31112/2016 31112/2015 31112/2016 3111212015 31112/2016 311212015 3111212016 311212015 311212016 3111212015
Financial assets

Loans granted 7.28 45 51 22 13 385 - 652 - 1104 64
Hedging instruments 7.28 - - 89 733 18 80 16 - 123 813
Cash pool 7.28 29 31 - - - - - - 29 31
74 82 1M 746 403 80 668 - 1256 908

Financial liabilities
Loans 7.26.1.1 757 805 - 585 - 2823 - - 757 4213
Borrowings 7.26.1.2 - - 42 39 - 554 - - 42 593
Bonds 7.26.1.3 1916 1916 - - - - - - 1916 1916
Hedging instruments 7.28 151* 99* 229 813 334 186* 4 - 567" 999**
Cash pool 7.28 395 555 - - - - - - 395 555
3219 3375 271 1437 334 3563 4 - 3677 8 276**

* In the position financial liabilities — hedging instruments, recognized in 2016 and 2015 cross interest rate swaps (CIRS) valued on PLN 151 million and PLN 99 million, respectively, which are sensitive to both
WIBOR and EURIBOR interest rates changes.
** The position total as at 31 December 2016 and as at 31 December 2015 includes the valuation of CIRS of PLN 151 million and PLN 99 million.
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Sensitivity analysis for the interest rates changes

Interest rate Assumed variations Influence on result before tax Influence on hedging reserve

3111212016 31122015
WIBOR +0.5p.p. +0.5p.p. (15) (16) 13 (44) ® (60)
LIBOR USD +0.5p.p. +0.5p.p. 1 ®) - 13 11 10
EURIBOR +0.5p.p. +0.5p.p. 2 (17) 3 95 29 78
2 (36) 16 64 38 28
WIBOR -0.5p.p. -0.5p.p. 15 16 (13) 45 2 61
LIBOR USD -0.5p.p. . (1) . : - (1) -
EURIBOR -0.5p.p. - (26) - c - (26) -
(22) 16 (13) 45 (35) 61

The above interest rates variations were calculated based on observations of average interest rates fluctuations.

As at the end of 2016 the Company does not consider in the sensitivity analysis change of LIBOR CAD due to their insignificant impact.

Low interest rates of EURIBOR and LIBOR USD both at the end of 2015 and market forecasts for further periods caused that the Company did not take the
further decrease in the sensitivity analysis into consideration.

The influence of interest rates changes was presented on annual basis.

For derivatives in sensitivity analysis for the risk of interest rates changes interest rate curve displacement due to potential reference rate change was used,
provided that other risk factors remain constant.

7.3.54.  Liquidity and credit risk
Liquidity risk

Maturity analysis for financial liabilities as at 31 December 2016

above 1 above 3 Carrying
to 3 years to 5 years amount
Loans - undiscounted value 7.2.6.1.1 106 204 194 358 862 757
Borrowings - undiscounted value 7.26.1.2 42 - 2223 3327 5592 5578
Bonds 7.2.6.1.3 1248 1264 103 - 2615 2503
floating-rate bonds - undiscounted value 756 1254 - 2010 1916
fixed rate bonds - undiscounted value 492 10 103 - 605 587
Trade liabilities 7.2.5.3 5527 - - - 5527 5527
Investment liabilities 7.253,7.2.8 719 14 14 83 830 830
Embedded derivatives and
hedging instruments - undiscounted value 728 306 189 13 - 508 569
gross exchange amounts, incl.: 114 66 - - 180 244
currency forwards 728 87 - - - 87 91
currency interest
rate swa;‘;s 728 % 66 ) ) o it
net exchange amounts 192 123 13 - 328 325
currency forwards 728 26 44 - - 70 68
interest rate swaps 728 27 50 13 - 90 90
commodity swaps 728 139 29 - - 168 167
Cash pool 728 395 - - - 395 395
Liabilities on cash flows settled hedging instruments 728 103 - - - 103 103
Other 7.25.3,7.2.8 109 34 22 46 211 211
8 555 1705 2 569 3814 16 643 16 473

Maturity analysis for financial liabilities as at 31 December 2015

above 1 above 3 Carrying

to 3 years to 5 years amount

Loans - undiscounted value 7.2.6.1.1 269 1017 2720 435 4441 4213

Borrowings - undiscounted value 7.26.1.2 593 - - 2141 2734 2728

Bonds 7.26.1.3 352 1003 1125 - 2480 2301

floating-rate bonds - undiscounted value 63 993 1017 - 2073 1916

fixed rate bonds - undiscounted value 289 10 108 - 407 385

Trade liabilities 7.25.3 3329 - B - 3329 3329

Investment liabilities 7.253,7.2.8 1204 196 14 89 1503 1503
Embedded derivatives and

hedging instruments - undiscounted value 728 688 205 4 ) 927 1001

gross exchange amounts, incl.: 5 8 14 - 27 107

currency interest

rate swaps 728 @ 8 & 2 99

net exchange amounts, incl.: 683 197 20 - 900 894

commodity swaps 728 651 151 - - 802 797

Cash pool 728 555 - - - 555 555

Liabilities on cash flows settled hedging instruments 728 92 - - - 92 92

Other 7.25.3,7.28 127 32 22 45 226 226

7209 2453 3915 2710 16 287 15948
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As at 31 December 2016 and as at 31 December 2015 the maximum possible indebtedness due to loans for the Company amounted to PLN 16,300 million and PLN 13,169
million, respectively. As at 31 December 2016 and as at 31 December 2015, PLN 9,804 million and PLN 5,990 million, respectively, remained unused.

The value of guarantees regarding liabilities to third parties granted during ongoing operations as at 31 December 2016 and as at 31 December 2015 amounted to PLN 204
million and PLN 203 million, respectively. These concern mainly: civil-law guarantees of contract performance and public-law guarantees resulting from generally
applicable regulations secured regularity of business licensed in the liquid fuels sector and resulting from this activity tax and customs receivables, etc.

In addition, guarantees and sureties granted on behalf of related parties to third parties as at 31 December 2016 and as at 31 December 2015 amounted to PLN
11,888 million and PLN 7,243 million, respectively. They concemed the timely payment of related parties liabilities. The Company received revenues from
guarantees given in 2016 and in 2015 of PLN 13 million and PLN 11 million, respectively.

Based on analysis and forecasts as at the end of the reporting period, the Company recognized the probability of payment of the above amounts as low.

Credit risk

The Company as at 31 December 2016 and as at 31 December 2015 received bank and insurance guarantees of PLN 1,007 million and PLN 1,117 million,
respectively. Additionally, the Company receives from its customers securities such as blockade of cash on bank accounts, mortgage and bills of exchange.
Additional information is presented in note 7.2.5.2.

7.4. OTHER EXPLANATORY NOTES

7.41. Concessions held

The Company's operations required concessions, due to their importance to the public interest.

Remaining concession periods (in
| 311202006 N @@ years)|

Electrical energy: manufacturing, distribution, trade

Heating energy: manufacturing, transmission, distribution, trade 9-14
Liquid and gaseous fuels: manufacturing, transmission, storage, trade in Poland and abroad 9-14
Natural gas: trade in Poland and abroad 9
Rock salt: exploration and recognition 1.5

As at 31 December 2016 and as at 31 December 2015 the Company had no liabilities related to concession services in scope of IFRIC 12 — Service concession
arrangements.

74.2. Disclosures resulting from Art. 44 of the Act - Energy Law

The Company, due concessions held is the energy company and therefore implements the obligations under Article 44 of the Act - Energy Law. As part of the
disclosures presents separately concessional operations related to electrical energy distribution and trade of gaseous fuels.

The essential allocation keys of selected assets, equity and liabilities and costs corresponding to revenues are: the established power key, volume key or
percentage key. For not allocated or non- identifiable items additional keys of allocation are applied for the share of separately presented activities in entire
sales/costs of the Company.

Selected data of separate financial statement - PLN thousand

3111212016 311212015
Distribution of Distribution of
electricity facelcioas electricity fliactelotas
Non-current assets
Property, plant and equipment 68 823 - 72101
Intangible assets 7 - 10
Current assets
Inventories 3 - 7
Trade and other receivables 3717 14 348 2018 5433
Current liabilities
Trade and other liabilities 5238 29 205 3226 9808
Separate statement of profit or loss - PLN thousand
311212016 311212015
Distribution of Distribution of
electricity fliaceioas electricity fliactelotcas
Sales revenues 32857 126 820 34301 92 326
Cost of sales (31267) (124 798) (31361) (90 649)
Gross profit on sales 1590 2022 2940 1677
Other operating income - - 2 -
Profit from operations 1590 2022 2942 1677
Net profit 1590 2022 2942 1677
In 2016 the Company did not receive income from property rights to the distribution network.
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743. Lease

SELECTED ACCOUNTING PRINCIPLES

Leasing

A lease is an agreement whereby a lessor conveys to the lessee in return for a payment or series of payments the right to use an asset for an agreed period of time. Assets
used under the finance lease, that is under agreement which transfers substantially all the risks and rewards incidental to ownership of an asset to the lessee, are
recognized as assets of the lessee.

Assets used under the operating lease, that is under the agreement that does not transfer substantially all the risks and rewards incidental to ownership of an asset to the
lessee, are recognised as assets of the lessor.

Determining whether the transfer of risks and rewards exists depends on the assessment of essence of the economic substance of the transaction.

7.4.31. The Company as a lessee
Operating lease

As at 31 December 2016 and as at 31 December 2015 the Company was a lessee under non-cancellable operating lease agreements which regard the lease of
caverns. Agreement includes clauses concerning contingent rent payables and they can be prolonged.

The total lease payments, resulting from non-cancellable operating lease agreements recognised as expenses in 2016 and in 2015 amounted to PLN (33) million
and PLN (36) million, respectively.

Future minimum lease payments under non-cancellable operating lease agreements:

31/12/2016 31/12/2015

up to 1 year 32 36
above 1to 5 years 225 172
above 5 years 50 38

307 246

Finance lease

The Company as at 31 December 2016 and as at 31 December 2015 was a lessee under the finance lease agreements which relate mainly to the buildings and
construction, machinery, equipment and vehicles.

In concluded lease agreements, the general conditions of finance lease are effective, they do not contain any clauses conceming contingent rent payables, give
the possibility to purchase the leased equipment and eventually be prolonged.

Present value of future minimum lease Value of future minimum lease payments

payments
31/12/2016 31/12/2015 31/12/2016 31/12/12015
up to 1 year 23 21
above 1to 5 years 56 54
above 5 years 46 45
7.253,7.2.8 125 120 150 145

7.4.4. Investments expenditures incurred and future commitments resulting from signed investment contracts

The total amount of investment expenditures together with borrowing costs incurred in 2016 and in 2015 amounted to PLN 1,986 million and PLN 1,869 million,
respectively, including PLN 60 million and PLN 244 million of investments relating to environmental protection.

As at 31 December 2016 and as at 31 December 2015 future commitments resulting from contracts signed until this date amounted to PLN 1,024 million and
PLN 1,291 million, respectively.

7.4.5. Contingent assets and liabilities

SELECTED ACCOUNTING PRINCIPLES

Contingent assets and liabilities

The Company discloses at the end of reporting period information on contingent assets if the inflow of resources embodying economic benefits is probable. If it is
practicable the Company estimates the financial impact of contingent assets valuing them according to the principles of valuation provisions.

The Company discloses at the end of reporting period information on contingent liabilities if the outflow of resources embodying economic benefits is probable, unless the
possibility of outflow of resources embodying economic benefits is remote.

As at 31 December 2016 and as at 31 December 2015 there were no contingent assets and significant contingent liabilities.
Information on significant court proceedings is presented in note 8.

7.4.6. Excise tax guarantees

Excise tax guarantees and excise tax on goods and merchandise under the excise tax suspension procedure as at 31 December 2016 and as at 31 December
2015 amounted to PLN 1,508 million and PLN 1,362 million, respectively.

7.4.7. Related party transactions

As at 31 December 2016 and as at 31 December 2015 and in 2016 and in 2015 were no material transactions of related parties with:
- members of the Management Board and the Supervisory Board of the Company and their relatives,
- other key executive personnel of the Company and their relatives.
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Transactions and balances of settlements of the Company with related parties

Subsidiaries Jointly- controlled entities Total
2016 2015 2016 2015 2016 2015
Sales 26 038 29697 2104 2816 28142 32513
Purchases 4018 2953 23 28 4041 2981
Finance income, incl.: 1402 555 31 190 1713 745
dividends 1294 535 311 190 1605 725
Finance costs 98 66 - - 98 66

Subsidiaries Jointly- controlled entities Total
31/12/12016 3111212015 31/12/2016 3111212015 31/12/12016 3111212015
Trade and other receivables 3267 1318 407 508 3674 1826
Other assets 1133 90 - - 1133 90
Trade and other liabilities 560 348 2 4 562 352
Borrowings and bonds 6 065 3013 - - 6 065 3013
Other liabilities 403 565 - - 403 565

Below transactions with related parties include mainly sales and purchase of refinery and petrochemicals products and services.
In 2016 and in 2015, there were no significant transactions in the Company with related parties on other than as arm'’s length basis.

7.4.8. Remuneration together with profit-sharing paid and due or potentially due to the Management Board, the Supervisory Board and other member
of key executive personnel

Remuneration of the Management Board Members of the Company performing duties in the current year 135 135
remuneration and other benefits 84 72
bonus paid for the previous year 5.1 6.3

Bonuses potentially due to the Management Board Members of the Company performing duties in the 7.9 6.7

current year , to be paid in the next year

Remuneration and other benefits paid to the former Management Board Members of the

c * 43 1.8

ompany

Remuneration and other benefits of the key executive personnel of the Company 44.4 3741

Remuneration of the Supervisory Board Members of the Company 14 1.5

* In 2016, bonus paid for the year 2015 and tion paid for pay and for non-competition; in 2015 remuneration paid for severance payment and for non-competition

The Management Board's, the Supervisory Board’s and other key executive personnel’s remuneration includes short-term employee benefits, post-employment
benefits, other long-term employee benefits and termination benefits paid, due and potentially due during the period.

On 24 January 2017 the Extraordinary General Meeting of Shareholders at which were adopted resolutions regarding rules of determining the PKN ORLEN
Management Board and the Supervisory Board remuneration, took place. The full text of adopted resolutions is available on website:
http://www.orlen.pl/EN/InvestorRelations/RegulatoryAnnouncements/Pages/Regulatory-announcement-no-14-2017.aspx

Bonus systems for key executive personnel

The regulations applicable to PKN ORLEN Management Board and other key positions in PKN ORLEN have certain common features. The persons subject to
the above mentioned systems are remunerated for the accomplishment of specific goals set at the beginning of the bonus period, by the Supervisory Board for
the Management Board Members and by the Management Board for the key executive personnel. The Bonus Systems are consistent with the Concern’s Values,
so as to promote the cooperation between individual employees in view to achieve the best possible results for the PKN ORLEN.

The goals so-said are qualitative or quantitative and are accounted for the end of the year for which they were set. Regulation gives the possibility to promote
employees, who significantly contribute to the achieved results.

Bonus systems for the PKN ORLEN Management Board Members in 2017 will be adapted to the conditions specified in the Act on the principles of determining
the amount of remuneration for people managing certain companies of 9 June 2016 (Official Journal 2016, item 1202).

Remuneration regarding non-competition clause and dissolution of the contract as a result of dismissal from the position held

According to agreements, Members of the PKN ORLEN Management Board are obliged to obey a non-competition clause for 6 or 12 months, starting from the
date of termination or expiration of the contract. In the period, they are entitied to receive remuneration in the amount of six or twelve basic monthly
remuneration, payable in equal monthly instalments. In addition, agreements include remuneration payments in case of dissolution of the contract because of
dismissal from the position held. Remuneration in such a case is six or twelve basic monthly remuneration.

Directors directly subordinate to the Management Board of PKN ORLEN are standard required from the date of termination or expiry of the agreement to refrain
from competitive activity for a period of 6 months. At that time they receive a salary equal to 50% of six-month basic salary, payable in 6 equal monthly
installments. While briefing for termination of the contract by the Employer is typically six basic monthly remuneration.

The PKN ORLEN Management Board Members contract's in 2017 will be adapted to the conditions specified in the Act on the principles of determining the
amount of remuneration for people managing certain companies of 9 June 2016 (Official Journal 2016, item 1202).
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7.4.9. Remuneration arising from the agreement with the entity authorized to conduct audit of the financial statements

Remuneration of KPMG Audyt Sp. z 0.0. 1.7 1.3
audit and reviews of the financial statements 1.0 1.1
additional services 0.7 0.2

In the period covered by the foregoing separate financial statements the entity authorized to conduct audit of the Company’s financial statements was KPMG
Audyt Sp. z 0.0. According to the agreement concluded on 30 May 2005 with subsequent amendments KPMG Audyt Sp. z 0.0. executed the interim reviews and
audits of separate and consolidated financial statements in years 2005 — 2016.

On 15 December 2016 the PKN ORLEN Supervisory Board has appointed Deloitte Polska spotka z ograniczong odpowiedzialnoscig spotka komandytowa as the
entity authorized to conduct the interim reviews and audits of separate financial statements of PKN ORLEN and consolidated financial statements and
consolidated financial statements of ORLEN Group for the year 2017 and 2018 (with the possibility to extend the cooperation for further periods, subject to prior
approval by the PKN ORLEN Supervisory Board).
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8. INFORMATION CONCERNING SIGNIFICANT PROCEEDINGS IN FRONT OF COURT, BODY APPROPRIATE FOR ARBITRATION
PROCEEDINGS OR IN FRONT OF PUBLIC ADMINISTRATION BODIES

As at 31 December 2016 the Company was a party in the following significant proceedings in front of court, body appropriate for arbitration proceedings or in
front of public administration bodies:

8.1. Proceeding in which the Company acts as a defendant
8.1.1. Proceedings with the total value exceeding 10% of the Issuer’s equity

Risk connected with the disposal of assets and liabilities related to purchase of Unipetrol shares

The claim regarding the payment of compensation for losses related among others, to alleged unfair competition of PKN ORLEN included in Agrofert Holding a.s.
(Agrofert) claim and alleged illegal violation of reputation of Agrofert in relation to purchase by PKN ORLEN of UNIPETROL shares. By judgment of 21 October
2010 the Court of Arbitration ("the Court of Arbitration”) in Prague (Czech Republic) dismissed the entire claim of Agrofert against PKN ORLEN regarding the
payment of PLN 3,186 million translated using the exchange rate as at 31 December 2016 (representing CZK 19,464 million) with interest and obliged Agrofert to
cover the cost of proceedings born by PKN ORLEN. On 3 October 2011 PKN ORLEN received from the upper court in Prague Agrofert's claim which repealed
the above judgment. The complaint was dismissed by the court with the ruling of 24 January 2014. On 7 April 2014 Agrofert appealed the above decision. On 7
April 2015 the court of appeals dismissed the appeal of Agrofert. On 4 September 2015 Agrofert appealed to the Supreme Court against the above judgment. On
September 2016, the Supreme Court dismissed Agrofert claim. In November 2016 Agrofert appealed to the Czech Constitutional Court against that decision.
PKN ORLEN is taking legal actions in order to retain the above mentioned favorable judgments issued in this case.

8.1.2. Other significant proceedings with the total value not exceeding 10% of the Issuer’s equity

Claim of OBR S.A. for compensation

On 5 September 2014, the company OBR S.A. filled an action against PKN ORLEN with the District Court in £6dz for a claim for payment in respect of an
alleged breach by PKN ORLEN of patent rights: ‘The technique of the separation of hydrodesulfurization products of heavy residue after extractive distillation of
crude oil'. The amount of the claim in the lawsuit has been estimated by OBR S.A. of approximately PLN 83 million. The claim covers the adjudged sum of
money from PKN ORLEN for OBR S.A. in the amount corresponding to the value of the license fee for the use of the solution under the above patent and
adjudge the obligation to repay the benefits derived from the use of this solution. On 16 October 2014, PKN ORLEN responded to the lawsuit. By the procedural
document from 11 December 2014, the value of the dispute was referred to by the plaintiff in the amount of approximately PLN 247 million. By the court order
from 21 May 2015 the parties were directed to mediation. Mediation proceedings were completed. The case was referred to the District Court in LddZ. The first
hearing was held on 19 October 2016. The hearing fixed on 4 January 2017 did not take place. The new date of hearing was set on 22 March 2017. In the
opinion of PKN ORLEN the above claims are without merit.

82. Court proceedings in which the Company acts as plaintiff

Arbitration proceedings against Basell Europe Holding B.V.

On 20 December 2012 PKN ORLEN sent an arbitration request to Basell Europe Holdings B.V. regarding an ad hoc proceeding before the Court of Arbitration in
London on compensation relating to Joint Venture Agreement signed in 2002 between PKN ORLEN and Basell Europe Holdings B.V.

On 12 May 2016, the Court of Arbitration sent a judgment to the parties in which dismissed all claims of PKN ORLEN and adjudged the retum of proceeding’s
expenses to the Basell Europe Holdings BV. After analysis of the possibilities of appeal PKN ORLEN decided not to complain against an annulment of judgment,
which ends the proceedings in the case.

9. EVENTS AFTER THE END OF THE REPORTING PERIOD

After the end of the reporting period, no events occurred other than disclosed in the foregoing separate financial statements, which would require recognition or
disclosure.

SEPARATE FINANCIAL STATEMENTS FOR THE YEAR 2016 37/38



PKN ORLEN

10. STATEMENTS OF THE MANAGEMENT BOARD AND APROVAL OF THE FINANCIAL STATEMENTS

In respect of the reliability of preparation of separate financial statements

The Management Board of PKN ORLEN hereby declares that to the best of their knowledge the foregoing separate financial statements and comparative data
were prepared in compliance with the accounting principles applicable to the Company in force and that they reflect true and fair view on financial position and
financial result of the Company.

In respect of the entity authorized to conduct audit of financial statements

The Management Board of PKN ORLEN declares that the entity authorized to conduct audit, auditing the annual financial statements, was selected in
compliance with the law and that the entity and auditors conducting the audit met the conditions to issue an independent opinion in compliance with relevant
regulations and professional standards.

The foregoing separate financial statements were approved by the Management Board on 14 March 2017.

Krystian Pater
Member of the Board

Signature of a person responsible for keeping
accounting books

A T

Rafat Warpechowski
Executive Director
Planning and Reporting
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1. ORLEN GROUP

1.1. INTRODUCTION

Polski Koncern Naftowy ORLEN S.A. (,PKN ORLEN’; ,the Parent
Company’; ,the Company”) together with the companies being

members of the Po

Iski Koncern Naftowy ORLEN S.A. Capital Group

=EEEE A Ve>rQRQ

Corporate
Governance

(“the ORLEN Group’, “the Group”, “the Concern”) is the leader in the
petroleum and petrochemical industry in the Central and Eastern
Europe.

ORLEN GROUP

ORLEN

S

UPSTREAM SEGMENT

Canada

' T
| =5 '

Poland

™,

PLN 3.9 billion - the most valuable Polish brand

The World’s Most Ethical Company 2016

Top Employer Polska 2016

19.7 thousand committed employees

PLN 36.5 billion — market capitalisation at the end of 2016

Exploration-extraction projects in Canada and
Poland

114 million boe! of 2P 2 crude oil and natural
gas reserves

13.6 thousand boe/d of average extraction in
2016

DOWNSTREAM SEGMENT

PRODUCTION

LOGISTICS SALES

i- o

* Wholesale of fuels and

pefiney other refinery products

_.~ | PKN ORLEN,
~ | Unipetrol,

= Power Industry
CCGT Wioctawek and
Ptock, CHP Ptock and
other Power Plants

ORLEN Lietuva,
ORLEN
Potudnie

= Pipelines
products and raw materials

« Wholesale of
petrochemical products

= Terminals
« Rai * Retail
L fuels and other non fuel
v products

= Petrochemicals
PKN ORLEN,
Unipetrol, = Tank trucks
Anwil and BOP

ons IR
0”

") Barrel of oil equivalent

%) Proven & probable reserves
3 The refinery in Paramo does not process crude oil.

e Over 35 million tonnes of production capacities
in 6 the ORLEN Group’s refineries® in Poland,
the Czech Republic and Lithuania.

o 3.8 thousand kilometres of pipeline network and
43 storage facilities

o Development projects:
— Construction of CCGT Wioctawek (463
MWe) and CCGT Ptock (596 MWe),
— Poliethylene installation in Unipetrol
— Metathesis in PKN ORLEN

RETAIL SEGMENT

Over 2.7 thousand fuel stations

17.7% of total retail market share (Poland,
Germany, the Czech Republic, Lithuania)

1.7 thousand Stop Cafe and Stop Cafe Bistro
locations in Poland, the Czech Republic and
Lithuania
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OUR MISSION: We discover and process natural resources to fuel the future.

ORLEN, FUELLING THE FUTURE

Values and rules of conduct

Wojciech Jasinski, The President of the Management Board of PKN ORLEN:

objectives established in the strategy.”

"One of the key elements of the new ORLEN Group strategy within People pillar are all activities and defining the internal organisational culture
based on ORLEN values: Responsibility, Progress, People, Energy and Dependability. We take care of local communities and the environment,
look for new opportunities, act with enthusiasm, we are honest and reliable. We proved that in the last three years by exceeding the strategic

,The core values and standards of conduct of PKN ORLEN” is
primarily a guide to relationships within the company, but also with
the external environment - with business partners, local
communities, natural environment and competition.

Since the inauguration of the project in 2012, the ORLEN values:
Responsibility, Progress, People, Energy and Dependability are still
relevant still guiding the company and its employees the way to
achieving the ambitious goals contained in the new ORLEN Group
strategy for the years 2017-21.

This direction of changes and introduced actions was appreciated
not only by Polish experts but also internationally. In 2014-2016 US
Ethisphere Institute has granted to PKN ORLEN the title of The
World's Most Ethical Company, placing the Concern as the only
company from Central and Eastern Europe in this honourable
ranking. Simultaneously as a leader in ethical solutions in the region,
PKN ORLEN became for the third time a partner in the ,Ethical
Company” contest, which goal is to create a Polish equivalent of
ethical companies ranking.

PKN ORLEN corporate culture based on values is constantly
developing and addresses the needs of changing environment. The
solutions adopted in the field of ethics are effective and demonstrate
the responsibility of the Concern against the challenges and
expectations.

OIOIOIOI®

RESPONSIBILITY

We respect our customers, shareholders, the
natural enviroment and local communities

pRocRress

We explore new opportunities

people

Our advantages are know-how, teamwork and
integrity

Enerey

We are enthusiastic about what we do

DEPENDABILITY

You can rely on us
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1.2. MANAGEMENT AND SUPERVISORY BOARD

The Management Board

The Supervisory Board at its meeting on 8 February 2016, the Vice-President of the Management Board of the Company and
dismissed Mr Marek Podstawa from the Management Board of PKN Mr Zbigniew Leszczynski to the Management Board Member of
ORLEN and appointed Mr Mirostaw Kochalski to the position of the Company.

Composition of the Management Board as at 31 December 2016:

WOJCIECH JASINSKI
President of the Management Board, Chief Executive Officer,

On 16 December 2015 Mr Wojciech Jasifiski was appointed as President of the Management Board and CEO of the Company.

In years 1972 — 1986 he worked in Ptock, in the National Bank of Poland, Branch in Ptock and in the Town Hall, also as a legal counsel in the Tax Chamber. In
years 1990 - 1991 he organised the local government in Ptockie Voivdeship, being the Delegate of the Government's Plenipotentiary for Local Government
Reform. From 1992 to 1997 he worked in the Supreme Audit Office (NIK) at the positions director of NIK's Delegation Office in Warsaw, Finance and Budget
Team, State Budget Department. In years 1997-2000 he was a Member and then the President of the Management Board of Srebrna company seated in
Warsaw. In years 1998 — 2000 he was a Member of the Supervisory Board of Bank Ochrony Srodowiska. From September 2000 to July 2001 he held the position
of Undersecretary of State in the Ministry of Justice. In years 2006 — 2007 he was the Minister of State Treasury.

Since 2001 he has been the Member of Polish Parliament (4-8th terms of the Parliament), where he performed the following function: the Chairman of Standing
Subcommittee for the Banking System and Monetary Policy, Chairman of the Economy Committee, Chairman of the Public Finance Committee. He was also a
member of the State Treasury Committee in the Parliament.

On 25 February 2016 he was appointed as the Member of the Supervisory Board of PKO Bank Polski S.A.

SLAWOMIR JEDRZEJCZYK

Vice-President of the Management Board, Chief Financial Officer

In June 2008, Mr Stawomir Jedrzejczyk was appointed as Member of the Management Board of PKN ORLEN. On 18 September 2008 he became Vice-President
of the Management Board.

He graduated from the £6dz University of Technology and obtained the title of British Certified Auditor from the Association of Chartered Certified Accountants.
From 2005 to 2008 he served as President of the Management Board and CEO of Emitel. Earlier he had worked for companies listed on the Warsaw Stock
Exchange: as Head of the Controlling Division of Telekomunikacja Polska SA, as Member of the Management Board and Chief Financial Officer at Impexmetal
SA, as well as in the Audit and Business Advisory Department of Price Waterhouse.

Currently, he serves as Vice-Chairman of the Supervisory Board of Unipetrol a.s. Since 1 January 2014 he acts as a member of the Board of Directors of ORLEN
Upstream Canada Ltd.

MIROSLAW KOCHALSKI
Vice President of the Management Board, Corporate Affairs

Mr Mirostaw Kochalski was appointed by the Supervisory Board to the position of Vice President of the Management Board on 8 February 2016.

He is a graduate of the Faculty of History at the University of Nicolaus Copernicus University in Toruf. He completed postgraduate studies at the National School
of Public Administration and “Enterprise Value Management” at the Warsaw School of Economics. He has a long-standing experience on managerial and
advisory positions in the private and public sector.

In 1994 he worked at the Chancellery of the Prime Minister as a Chief Specialist. In years 1995-1999 he worked at the Public Procurement Office as a Director of
Public Procurement Bulletin, Director of Training and Promotion Department and then as a Chief Executive Officer. From 1999 to 2002 he held the position of the
Director of Supplies and Non-fuel Purchases Department at PKN ORLEN S.A. In years 2003-2006 he was an employee of the local government of the City of
Warsaw, starting from the position of the Director in the Public Procurement Office and then acting as the President of the City of Warsaw. From 2006 to 2008 he
held the position of the President of the Management Board of Ciech S.A. In 2010 he worked as Managing Director at Coifer Impex SRL in Bucharest. From 2012
to 2015 he acted as Director of the Centre for Document Personalization in the Ministry of Interior.

PIOTR CHELMINSKI
Member of the Management Board, Business Development / Power and Heat Generation Officer

Mr Piotr Chetminiski was appointed as the Member of PKN ORLEN Management Board on 10 March 2012.

He is a graduate of the Warsaw University of Agriculture. In 1996, he completed postgraduate course in management at the University of Management and
Marketing in Warsaw (Partner of the University of Denver). He studied at the Institute of Heat Engineering, Warsaw University of Technology in the field of gas
energetics on specialization of Gas Turbines and Combined Gas Systems as well graduated Senior Executive Programme in London Business School (SEP 88
LBS). During his professional career he has accumulated years of experience holding various positions on the management boards of Polish and other foreign-
owned companies, including listed companies.

In the years 1995 — 1996 he served as Vice-President for sales, marketing and export of Okocimskie Zaklady Piwowarskie S.A. From 1996 to 1996 he worked for
Eckes Granini GmbH & Co. KG as Regional Director for CEE region and as President of its subsidiary, Aronia S.A. During 1999 — 2001 he has been a Member of
the Board of Directors, Browar Dojlidy Sp. z 0.0. From 2001 to 2002 he held the position of the Member of the Board of Directors and Member of the Supervisory
Board of Werner & Merz Polska Sp. z 0.0. In the following years (2001 — 2006) he served as Member of the Board of Directors and as Member of the Supervisory
Board - direct operational supervision of Sales and Marketing, Kamis-Przyprawy S.A. From 2006 to October 2009 he served as Vice-President for Sales and
Marketing, Gamet S.A. Torun, Poland and from 2007 to 2009 as Member of the Board of Directors, Gamet Holdings S.A. Luxembourg. From December 2009 to
April 2013 he held the post of Chairman of Board of Directors and CEO at Unipetrol, a.s.

Currently, he serves as Chairman of the Supervisory Board of ANWIL S.A. and Chairman of Supervisory Board of Basell ORLEN Polyolefins Sp. z 0.0.
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ZBIGNIEW LESZCZYNSKI
Member of the Management Board, Sales

Mr Zbigniew Leszczynski is the Member of the Management Board since 8 February 2016.

He is a graduate of the University of Warsaw, Faculty of Accounting and Finance. He also completed postgraduate courses, including EU Business Management
at the Warsaw School of Economics, Computer Networks Design and Operation at the Nicolaus Copernicus University in Torun, and Project Management at the
Kozminsky University.

He has extensive managerial experience in the fuels industry. Having worked for the ORLEN Group for almost a decade, he was responsible for various projects,
including the construction and development of the service station chain and retail network settlements at ORLEN Paliwa and for supporting and expanding the
refining product wholesale business at PKN ORLEN. He also implemented many strategic projects for PKN ORLEN.

He also served as President of the Management Board of Wodociggi i Kanalizacja w Opolu Sp. z 0.0., President of the Management Board of Rynex Sp. z 0.0.,
President of the Management Board of Wista Pock S.A. and Sales and Marketing Director at Kompania Weglowa S.A. He also owned his own business providing
project management, supervision and advisory services.

He also serves as Chairman of the Supervisory Board of ORLEN Deutschland GmbH, Member of the Supervisory Board of Unipetrol and Chairman of the
Supervisory Board of ORLEN Paliwa.

KRYSTIAN PATER

Member of the Management Board, Production

Mr Krystian Pater is the Member of the Management Board of PKN ORLEN since March 2007.

He is a graduate of the Nicolaus Copernicus University in Torun, Faculty of Chemistry. Additionally, he has completed post-graduate courses in Chemical
Engineering and Equipment at the Warsaw University of Technology, Management and Marketing at the Pawet Wtodkowic University College in Ptock, Petroleum
Sector Management, Enterprise Value Management at the Warsaw School of Economics and Academy of Leadership Psychology at the Warsaw University of
Technology Business School. In 1993, he started working for Petrochemia Plock SA and, later on, for PKN ORLEN, where from 2005 to 2007 he served as
Executive Director responsible for Refining Production.

Currently he is Member of the Management Board of AB ORLEN Lietuva and Member of the Supervisory Board of Unipetrol a.s. Additionally, he serves as
Member of the Management Board of CONCAWE and Chairman of the Association of Qil Industry Workers in Ptock.

Supervisory Board

On 29 January 2016 PKN ORLEN Extraordinary General Meeting of Shareholders dismissed Mr Adam Ambrozik, Mr Cezary Banasifiski,
Mr Grzegorz Borowiec, Mr Cezary Mozenski and Mr Leszek Jerzy Pawtowicz from the PKN ORLEN Supervisory Board and appointed to the
Supervisory Board Mr Mateusz Henryk Bochacik, Mr Adrian Dworzynski, Ms Agnieszka Krzetowska, Mr Remigiusz Nowakowski and Mr Arkadiusz
Siwko. On 14 September 2016 Mr Remigiusz Nowakowski resigned from the position of PKN ORLEN Supervisory Board Member due to the
possibility of potential conflict of interest.

Composition of the Supervisory Board as at 31 December 2016:

ANGELINA ANNA SAROTA
Chairman of the Supervisory Board

Mrs Angelina Sarota was appointed as a Member of the Supervisory Board of PKN ORLEN in June 2008. For two terms served as a Secretary of
Supervisory Board and from 27 June 2013 as a Chairman of the Supervisory Board of PKN ORLEN SA

Ph.D. in law, legal adviser, graduate of the Faculty of Law and Administration of the Jagiellonian University, the National School of Public Administration and
postgraduate studies ,Strategic Management of Human Resources” at the Kozminski University. In 2015 graduated from the prestigious program of the
Advanced Executive MBA Program at the University of Navarra in Barcelona.

From May 2014 to July 2016 she served as Vice President of the Management Board of PGE EJ 1 Sp. z 0.0., responsible for legal and regulatory affairs.

From April to May 2014 Minister Counsellor at the Ministry of Treasury in the Ownership Policy Department. From 2005 to 2014 Director of the Legal
Department of the Prime Minister's Office responsible for legal and legislative support, in particular for the Prime Minister, the Head of the Prime Minister's
Office and the General Director. From 2003 - 2005 Deputy Director of the Department of Science Strategy and Development in the Ministry of Scientific
Research and Information Technology. From 2001 to 2003, chief specialist in the Court Representation Department and the Restructuring and State Aid
Department in the Ministry of Treasury. Member of the Board of the College of Europe Foundation in Warsaw.

She was a member of the Supervisory Boards i.a. of the following companies: Cerg Spétka z 0.0. in Gliwice, Chemar Spétka z 0.0. in Kielce, Vice Chairman
of the Supervisory Board of Warsaw Technology Park S.A and Vice Chairman of the Supervisory Board of the Polish Security Printing Works S.A.
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RADOSLAW LESZEK KWASNICKI

Vice-chairman of the Supervisory Board

Mr Radostaw Leszek Kwasnicki has been appointed as a Member of PKN ORLEN Supervisory Board on 15 May 2014 (sitting in the Corporate Governance
Committee and CSR Committee)

He is a PhD degree in legal sciences, a legal counsel and Managing Partner of Kancelaria RKKW - KWASNICKI, WROBEL & Partnerzy and is specialized
in company law, equity market law and legal proceedings. He graduated from AMP (Advanced Management Program) on IESE Business School, University
of Navarra.

Since 2016 he has been a Member of the Supervisory Board of Sphinx Poland SA (Sitting in the Audit Committee). He held the functions, among others, of
the Chairman of the Supervisory Board of Agencja Rozwoju Przemystu S.A. (2007), Vice-chairman of the Supervisory Board of PGE ZEW-T Dystrybucja
Sp. z 0.0 (2008 - 2009), the Secretary of the Supervisory Board of BOT Elektrownia Turéw S.A. (2007 - 2008), Member of the Supervisory Board of PGE
Energia S.A. (2008 - 2009), the Chairman of the Supervisory Board of Geometria Pyrzyce Sp. z 0.0 (2006 - 2007), the Chairman of the Supervisory Board
of BBI Capital NFI S.A. (2012 - 2014), the Chairman of the Supervisory Board of W Investments SA (2012 - 2014), the Chairman of the Supervisory Board
of Investment TFI SA (2012 - 2014), Chairman of the Supervisory Board of the Brokerage House of Investments SA (2012 - 2014), Member of the
Supervisory Board of MAGO S.A. (2012 - 2013) and the Chairman of the Supervisory Board of NAVI GROUP (2014). He is a Member of the Supervisory
Board of Polish State Railways SA (2015).

Mr. Kwasnicki obtained a prestigious recommendation of the Global Law Experts as Poland's only lawyer in the area of the commercial law. He was also
honoured in this area by the European Legal Experts as well as in the field of corporate law and mergers and acquisitions (M&A) by the Legal 500. Mr
Radostaw Kwasnicki has won 1stplace in the competition Forbes Professionals 2014 — Professions of Public Trust” in Mazovian Voivodship.

Mr. Kwasnicki was a President of the Court of Appeals at the Regional Chamber of Legal Advisers in Warsaw, and now he is its arbitrator. He also acts as
an arbitrator of the Court of Arbitration at the Polish Chamber of Commerce, Court of Arbitration at the Lewiatan Confederation, International Court of
Arbitration at the International Chamber of Commerce (ICC) in Paris and Court of Arbitration at the Polish Bank Association.

He took part in legislative and strategic work related to the development of the commercial law. He is an editor and author, and co-author of several books
and comments, as well as over three hundred other publications and statements concerning practical aspects of commercial law. Mr Kwasnicki is a member
of the Editorial Board of “Monitor of Commercial Law".

Mr Kwasnicki is a chief editor of "Prawo Biznesu — Law in Action” (Business Law — Law in Action), a blog about economic law. Fluent in English and
German.

MATEUSZ HENRYK BOCHACIK
Secretary of the Supervisory Board

Mr Mateusz Henryk Bochacik was appointed to the Supervisory Board of PKN ORLEN on 29 January 2016.

He graduated from the law and history at the Jagiellonian University in Cracow. In 2013 he passed advocate exam and was entered on the list of advocates
conducted by the Regional Council of Advocates in Cracow.

He is an advocate and conducts his own legal office in Cracow specializing in civil, economic and administrative law. During his practice he represented
public persons as well as private ones, among others commercial companies, local government units and journalists. In total he was a representative in
numerous lawsuits at the common and administrative courts as well as at the Supreme Court.

Mr Bochacik was also an assistant of the Minister-Coordinator of the Special Services and Deputy of the Polish Member of Parliament
Zbigniew Wassermann as well as a director of his Deputy office (2007-2010). In years 2010-2013 he was an assistant of Deputy of the European
Parliament Member Mr Pawet Kowal.

ADRIAN DWORZYNSKI
Independent Member of the Supervisory Board

Mr Adrian Dworzyniski was appointed to the Supervisory Board of PKN ORLEN on 29 January 2016.

He is graduate of the Faculty Law and Administration at the University of £ddz. In years 1998 - 2002 Counsel - legal training at Warsaw Bar Association. In
years 1997 — 2002 he worked in Andrzej Zebrowski i Wspélnicy Law Office, providing legal services to large companies, especially banks. Between 2003-
2005 the Office of the City of Warsaw Deputy Director and subsequently Director of the Legal Office. In years 2006 - 2007 Chancellery of the President of
the Republic of Poland Director of the Legal and Legislative Office. In years 2007 — 2012 Director of the Legal Department and subsequently Director of the
Legal and Regulatory Department at Polkomtel S.A. In 2013 Director of the Legal Department at PGE Polska Grupa Energetyczna. Since 2014 he provides
legal services under his own Law Office

In years 2003-2010 the Member of the Warsaw Bar Association. Between 2010-2013 Mr Adrian Dworzynski served as Vice Dean of Warsaw Bar
Association.

He was a Member of the Supervisory Boards: Oczyszczalnia Sciekéw Potudnie Sp. z 0.0. (2003-2005), Tramwaje Warszawskie Sp. z 0.0. (2005), Polska
Agencja Informacji i Inwestycji Zagranicznych S.A. (2006-2008), Nordisk Polska Sp. z 0.0., PGE Dom Maklerski S.A., PGE Energia Odnawialna S.A. and
Przedsigbiorstwo Ustugowo-Produkcyjne TOP SERWIS Sp. z 0.0. (2013).

He is currently an Independent Member of the Supervisory Board in AAT Holding S.A. and DUON Group.
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ARTUR GABOR

Independent Member of the Supervisory Board

Mr Artur Gabor was appointed the Supervisory Board of PKN ORLEN in 2010. On 27 June 2013 Mr Artur Gabor was re-elected to the Company’s
Supervisory Board for next term of office.

He graduated from the Department of Economics at University College London and from the Faculty of Law at the University of Warsaw.

In 2015 he completed the prestigious Advanced Management Programme on IESE Business School and a programme for Supervisory Board members -
Value Creation Through Effective Boards at the Harvard Business School/|[ESE Business School.

As a Partner at Gabor&Gabor, he is responsible for investment and economic advisory services. In 1986-1987, he worked as a research assistant at the
Institute of Economic Sciences of the Polish Academy of Sciences. In 1987-1990, he was Market Development Department Director at Paged S.A., and
between 1990 and 1994 - a Partner in Warszawska Grupa Konsultingowa. He held the positions of Managing Director for Poland at Credit Lyonnais
Investment Banking Group (1994-1998), Director of Mergers and Acquisitions for Central Europe and Russia at General Electric Capital (1998-2004) and
Director of Finance Sector at IBM Poland (2005-2006). In 2003-2004, he was a member of the Management Board of the American Chamber of
Commerce and since 2005 he has been a member of the Chamber's Standing Advisory Committee. Since 2006, he has been a member of the Corps of
Independent Members of Supervisory Boards at the Polish Institute of Directors.

In 2001-2004 he served as Deputy Chairman of the GE Capital Bank S.A. Supervisory Board and member of the GE Bank Mieszkaniowy S.A. Supervisory
Board. In 2004-2005 he served as Chairman of the Getin Bank S.A. Supervisory Board and member of the Getin Holding S.A. Supervisory Board. In 2004—
2008, he held the position of Deputy Chairman of the Energomontaz Pétnoc S.A. Supervisory Board. In 2006—-2007 he was a member of the Polmos Lublin
S.A. Supervisory Board and in 2007-2011 - Deputy Chairman of the Energopol Katowice S.A. Supervisory Board. In 2011-2013 he was a member of the
Fleet Holdings S.A. Supervisory Board and in 2012-2015 - an independent member of the Prime Car Management Supervisory Board. Since 2007 he has
been a member of the Orbis S.A. Supervisory Board and since 2008 — Chairman of the Grupa Lew S.A. Supervisory Board. In 2009 he became Deputy
Chairman of the Sfinks S.A. Supervisory Board and since December 19th 2013 has held the position of its Chairman. Since January 2014 he has been a
member of the Supervisory Board of MPay S.A. (listed on the New Connect market), since February 2015 — a member of the Idea Bank Supervisory Board.

AGNIESZKA KRZETOWSKA
Independent Member of the Supervisory Board

Ms Agnieszka Krzgtowska was appointed to the Supervisory Board of PKN ORLEN on 29 January 2016.

Ph.D. degree in economics, academic lecturer at the College of Economics and Social Sciences, The Warsaw University of Technology. Lecturer at the
State School of Higher Professional Education in Ptock. Over several years she managed the Institute of Economics and Law at the State School of Higher
Professional Education in Pock.

Competent, responsible, perfectly oriented in contemporary economics and directions of domestic and world economy development. In her professional
career she deals with enterprise financials, demography and statistics. These areas were subjects of her numerous publications.

WIESLAW TOMASZ PROTASEWICZ
Member of the Supervisory Board

Mr Wiestaw Tomasz Protasiewicz was appointed to the Supervisory Board of PKN ORLEN on 3 June 2016.

He graduated from the Faculty of Production Economics at the Central School of Planning and Statistics in Warsaw (currently the Warsaw School of
Economics). He completed post-graduate studies in the field of accounting at the Kozminski University in Warsaw. He is a qualified provider of commercial
bookkeeping services, based on a certificate issued by the Minister of Finance.

In 1982-1990, he was employed at Mostostal Siedice, where he was involved in production planning and subsequently in exports. In 1990-1994, he
worked at the Siedlce Voivodship Authority as head of the Economic Development Department, and from 1993 he was the Siedice Voivodship Governor. In
1994, he started working for commercial companies in Warsaw as Chief Financial Officer. In 1998, he was appointed to the Management Board of PKP and
subsequently of PKP S.A.; he held the position of Vice-President of the Management Board responsible for economics and finances, among other areas. In
2003, he became a member of the management board of Miejskie Zaktady Autobusowe Sp. z 0.0. in Warsaw, where he was in charge of the Economics
and Finance Division, marketing and implementation of IT solutions. In late 2007, he was appointed Vice-President of the Management Board of Polskie
Sieci Elektroenergetyczne “Operator” S.A. in Warsaw.

Since 2010, he has been less involved in day-to-day professional work, focusing instead on providing economic consultancy.

In 1992-2009, he served on the Supervisory Boards of many commercial companies, including Hydrobudowa-6 S.A. in Warsaw, WARS S.A. in Warsaw,
PKP Przewozy Regionalne Sp. z 0.0. in Warsaw, and PSE “Centrum” S.A. in Warsaw, mostly as Chairman of the Supervisory Board.

1.3. ORGANISATION AND DEVELOPMENT POLICY

The ORLEN Group companies conduct the following business The scope of activities of individual entities is also available on the
activities: PKN ORLEN website http://www.orlen.pl and point 9.1. of the

—  production and commercial activities — crude oil processing, Consolidated Financial Statement for 2016.

production of refining, petrochemical and chemical
products and semi-products, wholesale and retail sale of fuels
and other products,

—  service activities — crude oil and fuels storage, transport,
maintenance and repair services, laboratory, security, design,

For management purposes, the ORLEN Group is divided into the
3operating segments: Downstream, Retail, Upstream and
Corporate Functions.

A more detailed description of these abovementioned segments is

administrative, insurance and finance services,

—  connected with exploration and extraction of hydrocarbons and
with production, transport, distribution and trade in electric and
heat energy.

presented in point 3.2, and their financial results in point 4.2.

The ORLEN Group includes PKN ORLEN as the Parent Company
and entities located in Poland, Germany, the Czech Republic,
Lithuania, Malta, Sweden, the Netherlands, Slovakia, Hungary,
Estonia, Latvia, the USA and Canada.
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As at 31 December 2016 the ORLEN Group consisted of 70
companies, including 59 subsidiaries.

Percentage of shares owned by the Parent Company/ORLEN Group
in capital of the ORLEN Group companies and consolidation
methods are presented in point 9.1. of the Consolidated Financial
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PKN ORLEN as the Parent Company of the Group is
a multisegment entity, appropriately allocated to all operating
segments and Corporate Functions.

Statements for 2016.

19515 I=% M Capital and organisational relations in the ORLEN Group as at 31 December 2016.

ORLEN GROUP

DOWNSTREAM SEGMENT

m

UPSTREAM SEGMENT

CORPORATE FUNCTIONS

Productionand sales — Power Industry Search and upstream se""";‘:g‘;‘i?y"“‘e’
| I | I
UNIPETROL Group UNIPETROL Group UNIPETROL Group ORLEN Upstream Group UNIPETROL Group
63% 63% 6% B
ONPETROL RPAs.0. UNIPETROL RPAS.r0. UNIPETROL RPA.r0. ORLEN Upstream Sp. 2 0.0. Unipetrol as.
PARAMO OLL sr.0. . ORLEN Upstream Kanada Ltd. UNIPETROL RPAs.r.0.
UNIPETROL RPA Hungary Kft. ORLEN L'et:“’a Group AB Ventus-Nafta 1426628 Alberta Ltd. HC VervalLitvinova.s.
UNIPETROL Deutschland GmbH 100% 100% OneEx Operations Partnership Vyzkumny ustav anorganicke chemie a.s.
UNIPETROL Siovenskos.r.o. } Pierdae Production GP Ltd.
Spolanaas. AB ORLEN Lietuva ORLEN Deutschland GmbH 671519 NB Ltd. ORLEN Lietuva Group
Ceska Rafinerskaa.s. ORLEN Potudnie Group 100% KCK Aflantic Holdings Ltd. 100%
Butadien Kralupy a.s. 100% Pierdae Production LP
FX Energy, inc AB ORLEN Lietuva
ORLEN Potudnie S.A. Service companies Frontier Exploration, Inc.
ORLEN Lietuva Group [ FX Energy Netherlands Partnership C.V. " .
100% Anwil S.A. FX Energy Netherlands B.V. ORLEN Admmls&racja Sp.zo.0.
100% FX Energy Polska Sp. z 0.0. 100%
AB ORLEN Lietuva ORLEN Centrum Serwisowe Sp. z 0.0.
UAB Mazeikiu naftos prekybos namai Baltic Power Sp.z 0.0. 99% ORLEN 01‘::]’:/’“3 Group
SIA ORLEN Latviia 0
OU ORLEN Eesti ORLEN Bn;ig:;ﬂ Sp.zo.0. ORLEN Ochrona Sp. 2 0.0.
° UAB Apsauga
OR"EN{;;t,:"Gmup o Service companies

ORLEN Asfalt Sp.z 0.0. I

ORLEN Asfalt Ceska Republica s.r.o. UNIPETROL Group
63%
ORLEN Potudnie Group
100% UNIPETROL Doprava s.r.o.

Petrotrans s.r.o.

ORLEN Potudnie S.A.
ORLEN 0l $p.z 0.0. O
100%
UAB Emas
Anwil S.A.
100% ORLEN Potudnie Group

100%
Basell ORLEN Polyolefins Group X
50% Energomedia Sp. z 0.0.
Euronaft Trzebinia Sp. z 0.0.

K j lejow Pr h-
Basell ORLEN Polyolefins Sp. z 0.0. onsorcium Olejow Przepracowanye

Basell ORLEN Polyolefins Sprzedaz Sp. z 0.0. Organizacja Odzysku S.A.
IKS Solino S.A. ANWILS.A.
100% 100%

ORLEN Paliwa Sp. z 0.0.

ORLEN KolTrans Sp. z0.0.
100%

Ship-Service S.A. ORLEN Eko Sp.z 0.0.
61% 100%

Petrolot Sp. z0.0.

Kopalnia Soli Lubieri Sp. z 0.0.
100% 100%

The ORLEN Group is striving to strengthen the position of its
companies in the area of their primary activities and to extend the
energy segment. At the same time is focusing on the improvement
of management, restructuring and consolidation of assets.

The purpose of these measures is to increase the market value of
the ORLEN Group, to strengthen its position on the parent markets,
as well as to extend its supply chain. The primary developmental
investments aim at further expanding the product portfolio and the
degree of conversion, generating new energy powers and prudent
continuation of projects related to the exploration and extraction of
hydrocarbons.

Holding management principles, i.e. solutions aiming at the
implementation of shared goals for companies in the ORLEN Group,

ORLEN Laboratorium S.A.
99%

ORLEN Centrum Ustug
Korporacyjnych Sp. z 0.0.
100%

ORLEN Projekt S.A.
100%

Plocki Park Przemystowo-
Technologiczny Group
50%

Plocki Park Przemystowy-Technologiczny S.A.
Centrum Edukacji Sp. z 0.0

ORLEN Holding Malta Group
100%

ORLEN Holding Malta Ltd.
ORLEN Insurance Ltd.

ORLEN Finance AB
100%
ORLEN Capital AB

1

ORLEN Serwis S.A.

- entities accounted for equity method

defined by the Parent Company, were implemented to ensure
effective management. The solution has been implemented on the
basis of the ORLEN Group’s Constitution stipulating three key
regulations: the Agreement for Cooperation, the Group Regulations,
and the provisions of ORLEN Group company Statutes/Agreement.

The Constitution provided for the standardisation of exchange of
information, effective monitoring of key business decisions, as well
as for the standardisation of organisation norms. Furthermore, the
Constitution defines the legal basis for the formation of a cohesive
strategy for the ORLEN Group.

Effective PKN ORLEN corporate supervision over the companies of
the Group is based on the supervision of their operating activity,
aswell as their financial and formal-legal supervision.

MANAGEMENT BOARD REPORT ON THE OPERATIONS FOR THE YEAR 2016 9/107
(Translation of a document originally issued in Polish)
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1.3.1. Changes in the principles of organisation and management in the Parent Company and the ORLEN Group

195151594 The responsibility division of Members of the Management Board of PKN ORLEN as at 31 December 2016.

PRESIDENT OF THE
MANAGEMENT BOARD,
CHIEREXECUIVE CORPORATE AFFAIRS

OFFICER OFFICER
WOJCIECH JASINSKI MIROSLAW KOCHALSKI

VICE-PRESIDENT OF THE
MANAGEMENT BOARD,

Strategy and Project

Management Human Resources Planning and Reporting
facec ((:;r::e gl Procurement Business Controlling
Marketing Legal Office Supply Chain Management

Corporate Communication Corporate Office

Regulatory Risk

Management by

Management Board Office

Organisation and

Management Systems UERGE

Security Office
Audit, Control and
Corporate Risk
Management
Protection of Information,
Critical Infrastructure,
Security and Defense
Matters

Divestments

Innovation Office

In 2016, changes made to the organisational structure of PKN
ORLEN, were mostly related to the following:

- an Innovation Office was established within the division of the
President of the Management Board, CEO.

- a division was established headed by the Vice-President of the
Management Board, Corporate Affairs, to which the Offices of the
HR Executive Director and of the Procurement Executive Director
were moved (previously, they used to function within the division
headed by the President of the Management Board, CEO).

- the Group’s Counsel Office was closed down and the
organisational units reporting to it were moved to the division of
the President of the Management Board, CEO (Management
Board Office and Security Office) and to the division of the Vice-
President of the Management Board, Corporate Affairs (Legal
Office, Corporate Office, Regulatory Risk Management, and
Organisation and Management Systems).

- relocation of the Ethics Ombudsman reporting obligation from
closed Group’s Counsel office to the HR Executive Director.

In 2016, apart from the above organisational changes, the Parent
Entity did not make any modifications to the principles of
management of the Group.

Unipetrol Group

At its meeting on 11 May 2016, the Supervisory Board dismissed Mr
Piotr Wielowieyski from the company’s Management Board and
appointed Mr Andrzej Modrzejewski and Mr Robert Mattek to the
Board. On 1 July, the Supervisory Board dismissed Mr Marek
Switajewski as President of the Management Board and appointed

MEMBER OF THE

VICE-PRESIDENT OF THE MANAGEMENT BOARD,
MANAGEMENT BOARD,
CHIEF FINANCIAL DEVELOPMENT / POWER
AND HEAT GENERATION
SLAWOMIR JEDRZEJCZYK

PIOTR CHELMINSKI

Implementation of

Development and

Finance Management

Environmental Protection

Capital Investments and

Investor Relations

MEMBER OF THE
MANAGEMENT BOARD,
SALES
ZBIGNIEW LESZCZYNSKI

MEMBER OF THE
MANAGEMENT BOARD,

BUSSINESS

PRODUCTION

OFFICER KRYSTIAN PATER

Wholesale of Refinery

Investments Products Refinelyjreduction

S e 2l Petrochemical Production

Technology Products
N q . Investments and
Power Engineering Retail Sale Bty o B
Health and Safety Logistics Technics

Efficiency and
Development of Sale

Mr Krzysztof Zdziarski. At the meeting held on 1 July 2016, Mr
Andrzej Modrzejewski was appointed President of the Management
Board of the company, while Mr Mirostaw Kastelik and Mr Krzysztof
Zdziarski were appointed Vice-Presidents of the Management
Board. At the meeting held on 30 November, the Supervisory Board
accepted Mr Martin Ducak’s resignation as Member of the
Management Board effective at the end of 2016.

As part of the organisational processes carried out in 2016, work
was continued related to the consolidation of companies from the
Unipetrol Group. In 2017, the activities of Polymer Institute Brno,
Benzina, Unipetrol Services, Unipetrol Rafinerie, Chemopetrol and
Ceska Rafinérska are run within Unipetrol RPA.

Support function centralisation processes

In 2016, projects of further centralisation of accounting services,
payroll and personnel processes within the ORLEN Group were
continued. In terms of human resources and payroll, FX Energy
Polska was incorporated to central HR-payroll service. At the end of
2016 ORLEN Centrum Ustug Korporacyjnych Sp.zo0.0. kept
accounting books of 20 ORLEN Group companies along with payroll
and personnel processes of 26 ORLEN Group companies .

In the remaining ORLEN Group companies, no significant
changes in the organisation and management principles occurred.

1.3.2. Changes in capital relations

Changes in capital relations in 2016 are described in point 9.2. of the
Consolidated Financial Statements for 2016.
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1.4. SELECTED OPERATION AND FINANCIAL DATA

LAV:]H %M Selected operation and financial data for the years 2012-2016.

hecteen ““nnnm

|. MACROECONOMIC DATA (average value for the period)

Brent oil USD/bbl 437 524 98.9 108.7 117
Ural ol USD/bbl 417 51.0 97.2 1074 110.2
WTl oil USD/bbl 435 488 94.0 99.0 94.1
Brent/URAL differential’ USD/bbl 25 18 1.7 1.0 1.3
Model Downstream margin2 USD/bbl 11.7 138 114 108 12,9
Model refining margin’ USD/bbl 53 82 34 34 57
Model petrochemical margin ! EURIt 960 968 781 730 685
Average exchange rate USD/PLN PLN 3.9435 3.7730 3.1537 3.1615 3.2581
Average exchange rate EUR/PLN PLN 4.3637 4.1843 4.1845 4.1976 4.1852
Average exchange rate EUR/USD UsD 1.1066 1.1090 1.3269 1.3277 1.2846
Il. OPERATING ACTIVITY
Sales of products and goods, includi ‘000 tonnes 39453 38676 35740 35909 35288
Downstream ‘000 tonnes 30708 30380 27706 28376 27821
Retail ‘000 tonnes 8187 7986 7776 7516 7467
Upstream ‘000 tonnes 558 310 258 17 -
Crude oil throughput ORLEN Group, of which: ‘000 tonnes 30 147 30908 27276 28216 27939
Crude oil throughput in PKN ORLEN ‘000 tonnes 15130 15674 14278 15182 15191
Crude oil throughput in Unipetrol Group ‘000 tonnes 5422 6495 5130 3607 3927
Crude oil throughput in ORLEN Lietuva Group ‘000 tonnes 9323 8486 7497 9010 8533
IIl. FINANCIAL ACTIVITY
3.1. Consolidated statement of profit or loss and other comprehensive income
Sales revenues PLN million 79 553 88 336 106 832 113 597 119 864
EBITDA LIFO before all including: 34 PLN million 9412 8738 5213 3086 5095
Downstream PLN million 8107 7776 4210 2407 4724
Retail PLN million 1801 1539 1416 1268 1006
Upstream PLN million 255 44 152 (32) (24)
Corporate Functions PLN million (751) (621) (565) (557) (611)
EBITDA LIFO, including PLN million 9 557 7745 (147) 3086 4407
LIFO correction PLN million 85 (1510) (2573) (668) (175)
EBITDA, includi PLN million 9 642 6235 (2720) 2418 4232
Amortisation PLN million 2110 1895 1991 2111 2202
Operational profit (loss) PLN million 7532 4340 4711) 307 2030
Net profit (loss) PLN million 5740 3233 (5828) 90 2170
Total assets PLN million 651659 48137 46725 51352 52 253
Equity capital PLN million 29285 24 244 20 386 27 551 28 307
Net debt PLN million 3363 6810 6720 4668 6727
Net cash from operating activities PLN million 9331 5354 3187 5540 2970
Net cash from / (used in) investing activities, including: PLN million (4 436) (4 096) (4020) (2441) (2853)
CAPEX PLN million 4673 3183 3788 2484 2004
Free cash flow® PLN million 4 895 1258 (833) 3099 17
Net cash from / (used in) financing activities PLN million (2210) (2 866) 2083 (2438) (3 340)
Return on capital employed (ROACE)) & % 18.8 14.9 18 0.7 6.3
Return on capital employed LIFO (ROACE LIFO)” % 18.6 19.1 8.8 23 6.8
Net financial gearing® % 115 281 33.0 16.9 23.8
Profit/(Loss) attributable to shareholders of the Parent Company per share (EPS) PLN/share 12.30 6.63 (13.59) 041 548

1) The method of calculating the margin has been placed at the end of these reports _.Glossary of selected concepts and financial industry”.

2) Due to changes in the method of management in the field of refining, petrochemical and energy in the ORLEN Group and the creation of an integrated Dol in 2014 has begun calculation of the
Downstream Margin Model. In addition, the value of margin mentioned above was presented for 2013 year.

3) The ORLEN Group inventories are valued in the financial statements in accordance with International Financial Reporting Standards by the method of weighted average cost or purchase price. This method results in
recognition of the positive effects of an increase and negative effects of a decrease in oil prices on reported results. For this reason, this report presents additionally the operating results by LIFO.

4) The results of operations for the years 2012, 2014, 2015 and 2016 include write-downs for impairment of assets in the amount of: PLN (688) million PLN (5 360) million, PLN (993) million, and PLN 145 million.

5) Free cash flow = net cash from operating activities + net cash from / (used in) investment activities..

6) ROACE = operating profit after tax and before write-down the value of assets / average capital employed (equity + net debt).

7) ROACE LIFO = LIFO operating profit after tax and before write-down the value of assets / average capital employed (equity + net debt).

8) Net financial gearing = net debt / shareholder’s equity - calculated as of the end of the period.
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1.5.  THE MOST SIGNIFICANT EVENTS, AWARDS AND HONOURS
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JANUARY

Changes in PKN ORLEN Supervisory Board
On 28 January 2016 the Ministry of the State Treasury acting on behalf of the shareholder the State Treasury, according to § 8 item 2 point 1 of the Company’s Articles of Association
dismissed Mr Remigiusz Nowakowski from the PKN ORLEN Supervisory Board. Regulatory announcement no. 15/2016.

PKN ORLEN Extraordinary General Meeting of Shareholders on 29 January 2016 dismissed Mr Adam Ambrozik, Mr Cezary Banasinski, Mr Grzegorz Borowiec, Mr Cezary Mozenski and
Mr Leszek Jerzy Pawtowicz from the PKN ORLEN Supervisory Board and appointed to the Supervisory Board Ms Agnieszka Krzetowska, Mr Mateusz Henryk Bochacik, Mr Adrian
Dworzyniski, Mr Remigiusz Nowakowski and Mr Arkadiusz Siwko. Regulatory announcement no. 17/2016.

FEBRUARY

Changes in the composition of PKN ORLEN Management Board

The Supervisory Board of PKN ORLEN, following its meeting on 8 February 2016, has recalled Mr Marek Podstawa from PKN ORLEN Management Board and at the same time
appointed Mr Mirostaw Kochalski to the position of the Vice-President of PKN ORLEN Management Board and Mr Zbigniew Leszczynski to the position of the member of Company’s
Management Board for the common three year term of office ending on the day when the Ordinary Shareholders Meeting approves financial statement for

2016.Regulatory announcement no. 22/2016.
MAY

Fitch Ratings affirmed rating of PKN ORLEN
On 25 May 2016 Fitch Ratings (“Fitch”, “Agency”) affirmed the long-term credit rating at the level of BBB- with stable perspective. Regulatory announcement no. 132/2016.

JUNE

New term of office of PKN ORLEN Supervisory Board

The Ordinary General Meeting of Shareholders on 3 June 2016 appointed members of PKN ORLEN Supervisory Board Members for a new term of office as follows
(Regulatory announcement no. 149/2016): Ms Angelina Anna Sarota to the position of Chairman of the Company’s Supervisory Board, Mr Mateusz Mariusz Bochacik, Mr Adrian
Dworzynski, Mr Artur Gabor, Ms Agnieszka Krzetowska, Mr Radostaw Leszek Kwasnicki, Mr Remigiusz Nowakowski, Mr Wiestaw Tomasz Protasewicz.

Eurobonds issue with the value of EUR 750 million within the ORLEN Group
Detailed information is provided in part of the half-year condensed consolidated financial statements in point A.3.13. Regulatory announcement no. 143/2016

JULY

PKN ORLEN Management and Supervisory Boards consent for realization of project of building a metathesis installation in Ptock

On 21 July 2016 Management Board and Supervisory Board of PKN ORLEN gave consent for realization of project of building a metathesis installation at production plant in Plock. It is
one of the key development project in petrochemical segment and its aim is to increase propylene production by 100 thousand tonnes per year to the level of 550 thousand tonnes per
year. The cost of investment will amount to ca. PLN 400 million. Regulatory announcement no. 199/2016.

Termination of talks regarding potential possibilities of consolidation of chemical and fertilizers sector

Polski Koncern Naftowy ORLEN S.A. ("PKN ORLEN") hereby informs about termination of talks conducted on the base of Non-disclosure Agreement concluded in January 2015
(“Agreement”) between the State Treasury, Grupa Azoty S.A., PKN ORLEN and Anwil S.A. regarding potential possibilities of consolidation chemical and fertilizers sector. Therefore PKN
ORLEN submitted a termination of the Agreement. Regulatory announcement no. 201/2016.

AUGUST

Fitch Ratings upgraded PKN ORLEN’s national long-term rating

Polski Koncern Naftowy ORLEN S.A. ("PKN ORLEN") informs that on 3 August 2016 Fitch Ratings (‘Agency”) has upgraded PKN ORLEN's national long-term rating and national senior
unsecured rating (referred also to series A, B, C, D, E and F retail bonds, issued within the public bond issue programme) from “A-(pol)” to “A(pol)”. The change of national rating of PKN
ORLEN follow the recalibration of the Polish national rating scale driven by the downgrade of Poland's long-term local currency Issuer Default Rating (IDR") assigned by the Agency.

Regulatory announcement no. 205/2016.

SEPTEMBER

Changes in PKN ORLEN Supervisory Board

On 14 September 2016 Mr. Remigiusz Nowakowski resigned from the position of PKN ORLEN Supervisory Board Member due to the possibility of potential conflict of interest that may
occur between the companies PKN ORLEN and TAURON Polska Energia S.A. in which Mr. Nowakowski holds the position of the President of the Management Board. The potential
conflict of interest may occur due to the fact that TAURON Polska Energia S.A. approved a new strategy and works on a new strategy of PKN ORLEN are pending. Regulatory
announcement no. 226/2016.

DECEMBER

PKN ORLEN Strategy for years 2017-2021
On 15 December 2016 the Management and Supervisory Boards of PKN ORLEN approved the document “PKN ORLEN Growth Strategy”. The strategy for the years 2017-2021 is based
on three pillars: building values, people and financial strength. Detailed information about the Strategy were presented on PKN ORLEN website. Regulatory announcement no. 275/2016.

Deloitte Polska appointed as a qualified auditor of PKN ORLEN and the ORLEN Group financial statements

On 15 December 2016, has appointed ,Deloitte Polska spétka z ograniczong odpowiedzialno$cig spétka komandytowa”, as a qualified auditor to audit unconsolidated financial
statements of PKN ORLEN and consolidated financial statements of ORLEN Capital Group for financial years 2017 and 2018 and review unconsolidated financial statements of PKN
ORLEN and consolidated financial statements of ORLEN Capital Group for the first and third quarter and first half of 2017 and 2018 (with the possibility to extend the cooperation for
further periods, subject to prior approval by PKN ORLEN Supervisory Board). Regulatory announcement no. 276/2016.
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