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l. COMPOSITION OF THE SUPERVISORY BOARD

The Annual General Meeting of the Company appoitiedSupervisory Board of PKN ORLEN S.A. (the
“Supervisory Board”) for a new three-year term fifce on June 3th 2016.

As at January 1st 2017, the composition of the &gy Board was as follows:

Angelina Sarota Chairwoman of the SupervisoryrBoa

Radostaw L. Kwénicki Deputy Chairman of the Supervisory Board

Mateusz Bochacik Secretary

Adrian Dworzyiski Member of the Supervisory Boalddependent Membkgr
Artur Gabor Member of the Supervisory Boamtependent Membker
Agnieszka Krztowska Member of the Supervisory Boalmdgpendent Membjr
Wiestaw Protasewicz Member of the SupervisoryrBoa

On June 29th 2017, Mr Wiestaw Protasewicz resigreeblember of the Supervisory Board

On June 30th 2017, the Annual General Meeting dNRMRLEN S.A. appointed two new Members of the
Supervisory Board: Ms Izabela Felczak-Poturnicka lélin Wojciech Kryaski.

Mr Artur Gabor resigned from the Supervisory Boaith effect from September 1st 2017.

As a result of the changes, from September 1st g8 omposition of the Supervisory Board was as
follows:

Angelina Sarota Chairwoman of the SupervisoryrBoa

Radostaw L. Kwanicki Deputy Chairman of the Supervisory Board

Mateusz Bochacik Secretary of the Supervisory 8oar

Adrian Dworzyhski Member of the Supervisory Boalddependent Membker
Agnieszka Krztowska Member of the Supervisory Boalmdgpendent Membjr
Wojciech Kryaski Member of the Supervisory Boatddependent

Izabela Felczak-Poturnicka Member of the Superyi8oard

As at December 31st 2017, the composition of thgeSisory Board composition had not changed.

In view of the rules set out in the Code of Bestdiice for WSE Listed Companies, in 2017 the Supery
Board assessed whether there were any relationshigiscumstances which may affect the satisfactibn
independence criteria by any member of the SupawviBoard.

II.  ACTIVITIES OF THE SUPERVISORY BOARD
In 2017, the Supervisory Board held 14 minuted mgetand adopted 141 resolutions.
The attendance of Supervisory Board members dtipervisory Board meetings held in 2017 was 99%. In

2017, the Supervisory Board adopted one resolutiagxcuse the absence of a member of the Supeyvisor
Board. In 2017, there were no unjustified abseont@sembers of the Supervisory Board from the mestin
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In the financial year 2017, in the exercise of sigpervisory and control powers and functions, the
Supervisory Board among other things:

appointed the President, Vice President and Memtfettse Company's Management Board for a
new term of office;

represented the Company in employment contracts agréements with members of the
Management Board;

approved target cards for the Management Board reenibr 2017 and a separate target which, if
achieved, would trigger payment of bonuses;

approved the Rules of the Incentive Scheme foMhragement Board of PKN ORLEN S.A;

evaluated the Directors' Report on the activititthe ORLEN Group and PKN ORLEN S.A. in
2016;

assessed the separate financial statements of PRDNER S.A. and the consolidated financial
statements of the ORLEN Group for the year endezeBder 31st 2016;

assessed the Management Board's proposal for tdload net profit for the financial year 2016;

issued positive opinions on proposals submittethbyManagement Board for consideration by the
General Meeting;

issued a positive opinion on the agenda and deaftlutions for the Annual General Meeting of
PKN ORLEN S.A. convened for June 30th 2017;

revised the policy of awarding additional non-audiintracts to the auditor and adopted the
procedure for assessment of the auditor's independe

issued a positive opinion on the 2018 budget foNEXRLEN and the ORLEN Group;
authorised execution of contracts for the proviibmanagement consultancy services;
authorised the grant of financial donations by PBIRLEN S.A.;

authorised execution of sponsorship agreementstlamdaward of contracts under framework
agreements for the provision of marketing services;

authorised execution of a contract for the proviibpublic relations and public affairs services;

authorised the Company to incur financial lialektj which under a single transaction or a series of
related transactions executed in 2017 exceed thiwadgnt of one-fifth of the Company's share
capital;

authorised the exercise of voting rights by PKN @RLS.A. at general meetings of ORLEN
Group companies with respect to amendments todimpanies' articles of association;

authorised execution of an investment project asstimption of related liabilities if these involve
expenditure or charges exceeding the equivaleathaff of the Company's share capital;

authorised provision of excise bond by PKN ORLEN.S.

authorised the Company to incur a liability underagreement to expand the PERN infrastructure
and to standardise selected commercial terms gderation with respect to storage and transport
of products;

authorised extension of the deadline for an ineréashe share capital of ORLEN Upstream Sp. z
0.0. to finance expenditure on exploration and potidn activities;

authorised acquisition of Unipetrol a.s. sharesexatution of contracts and agreements necessary
to carry out the process;
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" authorised disposals of real property, usufruditago or interests in real property where the net
carrying amount of individual assets does not edae-twentieth of the Company's share capital;
and

" evaluated the delivery of targets for 2016 by memlué the Company's Management Board and
awarded annual bonuses for 2016.

The other resolutions adopted by the Supervisor@overe of an organisational or procedural nature.

All activities of the Supervisory Board were documesl by resolutions and minutes of the Supervisory
Board meetings held in 2017.

M. COMMITTEES OF THE SUPERVISORY BOARD

The activities of the Supervisory Board were suggbby committees, appointed as collective advisony
opinion-forming bodies from among members of thpeBuisory Board.

In 2017, the following standing committees operatgtin the Supervisory Board:

=  the Audit Committee,

= the Strategy and Development Committee,

= the Corporate Governance Committee,

=  the Nomination and Remuneration Committee,
= the Corporate Social Responsibility Committee.

Changes in the composition of the Supervisory Baar2017 resulted in changes in the compositiothef
committees and are presented in the descriptidmechctivities of each of the Committees below.

The detailed scope of work of the Committees in72@0das documented in minutes of the Committees’
meetings (in 2017, the Committees held 38 meetings)

Audit Committee

As at January 1st 2017, the Audit Committee coedisf:

Artur Gabor Chairman of the Committéadependent Member of the Supervisory Board)
Adrian Dworzyhski Member of the Committdéndependent Member of the Supervisory Board)
Agnieszka Krztowska Member of the Committéemdependent Member of the Supervisory Board)
Radostaw L. Kwénicki Member of the Committee

Wiestaw Protasewicz Member of the Committee

Due to the changes in the composition of the Supeny Board in 2017 and the resignation of the @han

of the Committee with effect from September 1st720he composition of the Audit Committee changed
and as at December 31st 2017 was as follows:

Wojciech Kryaski Chairman of the Committélndependent Member of the Supervisory Board)
Adrian Dworzyhski Member of the Committdéndependent Member of the Supervisory Board)

Izabela Felczak-Poturnicka Member of the Committee
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Agnieszka Krztowska Member of the Committéedependent Member of the Supervisory Board)
Radostaw L. Kwénicki Member of the Committee

In 2017, the Audit Committee held 14 minuted megin

Pursuant to Par. 13.5 of the Rules of ProcedurelferSupervisory Board, the Audit Committee made
decisions by way of resolutions (three resolutions)

Apart from the Committee members, the meetingshef Audit Committee were also attended by other
members of the Supervisory Board, members of thedgament Board, executive directors, office dinecto
and the auditor.

Pursuant to Par. 15 of the Rules of Procedurehf®iSupervisory Board, the Audit Committee is resjida
for advising the Supervisory Board on proper immamation of budget and financial reporting as vesl|
internal control at the Company and the ORLEN Groujthin the meaning of the Accounting Act) and
cooperation with the Company's auditors.

In the exercise of its powers and functions, thdidfGommittee:

" adopted a revised policy for awarding additionahtcacts to the auditor, and the procedure for
controlling and monitoring the audit firm's indegence by the Audit Committee, and adopted a
relevant resolution. The Audit Committee recommeh@gproval of those documents by the
Supervisory Board;

" monitored the auditor's work and considered the ddament Board’s requests to authorise award
of additional contracts to the auditor;

" reviewed interim financial statements as well ab-yfear separate and consolidated financial
statements of PKN ORLEN S.A;;

" issued an opinion on the 2018 budget;
" approved the Annual Audit Plan for 2018;

" analysed, on a quarterly basis, the ORLEN Grougtsad results and performance relative to the
original targets and budgets;

" issued an opinion on the Management Board's prbfarsallocation of profit for 2016;

" assessed the Company's standing, which includedssmeent of the internal audit, risk
management and compliance systems, and of the@ahteudit function;

" analysed periodic reports on the progress of imptegation of recommendations and summary
observations and conclusions from audits carrietdbyuthe internal audit function and by the
independent auditor;

" analysed periodic reports on the progress of impteaation of recommendations and summary
observations and conclusions from inspections &wiew procedures carried out by the Audit,
Control and Enterprise Risk Management Office;

" discussed the report on material court proceedingdving PKN ORLEN S.A. and the Group;
" reviewed quarterly reports on cyber security at RBRLEN S.A.

The Audit Committee also formulated recommendatimnghe Supervisory Board on matters which were
the subject of Supervisory Board meetings and wfatthwithin the remit of the Audit Committee.

Strategy and Development Committee

As at January 1st 2017, the Strategy and Develop@emmittee consisted of:
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Wiestaw Protasewicz Chairman of the Committee

Angelina Sarota Member of the Committee

Agnieszka Krztowska Member of the Committéedependent Member of the Supervisory Board)
Artur Gabor Member of the Committ@adependent Member of the Supervisory Board)
Adrian Dworzyhski Member of the Committdéndependent Member of the Supervisory Board)

Due to the changes in the composition of the Siugenyw Board in 2017, the composition of the Strategd
Development Committee changed and as at DecembeRB17 was as follows:

Radostaw L. Kwénicki Chairman of the Committee

Adrian Dworzyhski Member of the Committdéndependent Member of the Supervisory Board).
Izabela Felczak-Poturnicka Member of the Committee

Agnieszka Krztowska Member of the Committéedependent Member of the Supervisory Board)

In 2017, the Strategy and Development Committee fid minuted meetings.

Apart from the Committee members, the meetinghefS3trategy and Development Committee were also
attended by other members of the Supervisory Boareinbers of the Management Board, executive
directors, office directors, and advisers.

The responsibilities of the Strategy and Develogm@ommittee are set out in Par. 17 of the Rules of
Procedure for the Supervisory Board, pursuant tichwthe Committee is responsible for giving opirgon
and making recommendations to the Supervisory Baardnatters related to planned investments and
divestments with a material effect on the Compaag&ets; and giving opinions on all strategic damnis)

the Company's development strategies and longleidgets.

In 2017, in the exercise of its functions, the @y and Development Committee:

" discussed the progress of PKN ORLEN's strategg®adi7-2021;
" discussed the progress of implementation of inneegirojects;

" analysed implementation of the upstream segmeméitegy and activities planned in the current
market environment;

" discussed the progress of individual investmenjepts;

. analysed potential investment opportunities anctudised the status of the Group's selected
investment projects.

Corporate Governance Committee

As at January 1st and December 31st 2017, the GagpGovernance Committee consisted of:

Adrian Dworzyiski Chairman of the Committemflependent Member of the Supervisory Bpard
Mateusz Bochacik Member of the Committee

Radostaw L. Kwanicki Member of the Committee

Angelina Sarota Member of the Committee
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In 2017, the Corporate Governance Committee held minuted meetings, including four joint meetings
with the Nomination and Remuneration Committee ame& joint meeting with the Corporate Social
Responsibility Committee (CSR).

Apart from the Committee members, the meetingshef Corporate Governance Committee were also
attended by other members of the Supervisory Boareinbers of the Management Board, executive
directors and office directors.

The responsibilities of the Corporate Governancefiitee are set out in Par. 16 of the Rules of &ore

for the Supervisory Board, pursuant to which then@ittee is responsible for recommending and assgssi
implementation of corporate governance principg@ang opinions on documents of a regulatory naturd
proposed changes in the Company's corporate dodsyvaerd preparing such changes with respect to the
Supervisory Board's own documents; monitoring ohaggment of the Company’s affairs in terms of its
compliance with applicable laws and regulationgluding compliance with the Code of Ethics and
corporate governance principles; and assessmethieafeports on compliance with corporate governance
principles prepared for the Warsaw Stock Exchange.

In 2017, in the exercise of its functions, the @ogbe Governance Committee:

" assessed the Company’s compliance with its corpg@ternance disclosure obligations,

. gave an opinion on the Management Board's proposalithorise the exercise of voting rights at
the general meeting of UNIPETROL a.s., with regardmendment to UNIPETROLa.s.’s Articles
of Association;

" gave an opinion on draft resolutions of the Anraaheral Meeting of PKN ORLEN S.A;
" discussed and analysed proposed amendments taliee & Procedure for the Supervisory Board;

" gave an opinion on the proposal to implement rutdsremuneration for members of
management and supervisory boards of the Group @oiep compliant with the Act on Rules of
Remunerating Persons Managing Certain Companies;

= worked to develop an approach to the resolutiom@fAnnual General Meeting of June 30th 2017
on the rules to be followed when executing and atimgncontracts for the provision of legal,
marketing, public relations and social communigatigervices, and management consulting
services.

Nomination and Remuneration Committee

As at January 1st and December 31st 2017, the Nimmand Remuneration Committee consisted of:

Angelina Sarota Chairwoman of the Committee

Mateusz Bochacik Member of the Committee

Adrian Dworzyhski Member of the Committdéndependent Member of the Supervisory Board)
Agnieszka Krztowska Member of the Committéemdependent Member of the Supervisory Board)

In 2017, the Nomination and Remuneration Committelel nine minuted meetings, including four joint
meetings with the Corporate Governance Committee.

Apart from the Committee members, the meetingshefNomination and Remuneration Committee were
also attended by other members of the SupervisoaydBand members of the Management Board.

The responsibilities of the Nomination and RemutienaCommittee are set out in Par. 18 of the Roles
Procedure for the Supervisory Board, pursuant tachvthe Committee is responsible for supporting the
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Company's strategic goals by providing the SuperyisBoard with opinions and recommendations
regarding the Company's management structure, dimgjlorganisational solutions, the remuneratioriesys
and selection of personnel with appropriate quaifons to contribute to the Company's success.

In 2017, in the exercise of its functions the Noation and Remuneration Committee:
" recommended target card proposals for membered®N ORLEN Management Board for 2017
and 2018;

" prepared a recommendation on settlement foa¢haevement of the bonus targets for 2017;

" prepared a recommendation on the assessment wémyetif individual qualitative bonus targets by
members of the Management Board in 2016;

" prepared a recommendation regarding terms and ttmmgliof management contracts for new
members of the Management Board;

. prepared a recommendation regarding assessmeneliverg of individual qualitative bonus
targets by members of the Management Board whosedkoffice expired on June 30th 2017, for
the period of performing their functions;

. discussed the draft Act on Rules of Remuneratingd?s Managing Certain Companies;

" prepared proposals of management objectives for besmof the Management Board to be
submitted to the Ministry of Energy pursuant to thet on Rules of Remunerating Persons
Managing Certain Companies of June 9th 2016.

Corporate Social Responsibility Committee (CSR Comiittee)

In 2017, the CSR Committee consisted of:

Agnieszka Krztowska Chairwoman of the Committéendependent Member of the Supervisory
Board)

Artur Gabor Member of the Commit{éedependent Member of the Supervisory Board)
Mateusz Bochacik Member of the Committee

Radostaw L. Kwanicki Member of the Committee

Due to the changes in the composition of the Sugerny Board in 2017, the composition of the Corpara
Social Responsibility Committee changed and assaebBber 31st 2017 was as follows:

Agnieszka Krztowska Chairwoman of the Committéendependent Member of the Supervisory
Board)
Mateusz Bochacik Member of the Committee

Izabela Felczak-Poturnicka Member of the Committee

Radostaw L. Kwénicki Member of the Committee

The responsibilities of the CSR Committee are sétiro Par. 19 and Par. 20 of the Rules of Procethre
the Supervisory Board. The Committee is responditesupporting the Company in the pursuit of its
strategic goals by incorporating social, ethicad @mvironmental objectives in its operations andtiens
with stakeholders. The responsibilities of the Cottea also include oversight of the Company's
implementation of the CSR strategy, monitoringled Company management in terms of compliance with
the Core Values and Standards of Conduct of PKN EMRIS.A., periodic assessment of the Company's
CSR activities, and approval of the Company’s ah@&R reports.
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In 2017, the Corporate Social Responsibility Cortemitheld five minuted meetings, including one joint
meeting with the Corporate Governance Committee.

Apart from the Committee members, the meetingshef CSR Committee were also attended by other
members of the Supervisory Board, members of theagement Board, executive directors and office
directors.

In 2017, in the exercise of its functions the Cogpe Social Responsibility Committee:

" assessed the reasonableness of the Company's igmscharitable and similar activities;
" acquainted itself with the status of the realisabbsponsorship and CSR strategy;

" issued a recommendation concerning award of cdsetracder framework agreements for the
provision of marketing, public relations, and sbc@mmunication services;

" iIssued a recommendation to grant financial donation

IV LIST OF MATTERS UNDERTAKEN BY THE SUPERVISORY B OARD FOLLOWING A
REQUEST BY THE ENTITY AUTHORISED TO EXERCISE RIGHTS ATTACHED TO
SHARES HELD BY THE STATE TREASURY

" In the exercise of its supervisory functions, thp&visory Board: analysed the activities of IKS
Solino S.A., including social relations at the camyp;
" The Supervisory Board analysed matters relateiduad| fuel sales by PKN ORLEN S.A;

" The Supervisory Board took steps to implement tld én Rules of Remunerating Persons
Managing Certain Companies of June 9th 2016, andolRgon No. 4 of the Company's
Extraordinary General Meeting of January 24th 2017,

= The Supervisory Board exercised supervision over @ompany's sponsorship and charity
spending;

» The Supervisory Board investigated the issue coogrwithdrawal of Anwil S.A. from the
contract to purchase mineral fertilizers at Kobytan

=  The Supervisory Board got acquainted with the austa request by the Dobra Municipality for
agreeing the course of a cable lighting line with PKN ORLEN S.A. infrastructure, and provided
relevant explanations.

In compliance with the reporting obligation, in Z0the Supervisory Board provided the Ministry ofEyy
and the Chancellery of the Prime Minister with dedy reports on the Company, signed by the
Chairwoman of the Supervisory Board. The quartexports were submitted on the following dates:

= for the fourth quarter of 2016 — January 26th 2017

= for the first quarter of 2017 — April 27th 2017

= for the second quarter of 2017 — July 21st 2017

= for the third quarter of 2017 —  October 27th 2017

= for the fourth quarter of 2017 — February 1st 2018

V. ASSESSMENT OF THE DIRECTORS' REPORT ON OPERATIONS OF THE ORLEN
GROUP AND PKN ORLEN S.A. IN 2017
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Acting pursuant to Par. 8.11.6 and 8.11.6a of thmgany's Articles of Association, in conjunctiortiwArt.
382.3 of the Commercial Companies Code and PaB. aflthe Minister of Finance's Regulation on cutren
and periodic information to be published by issudrsecurities and conditions for recognition asieajent

of information whose disclosure is required undherlaws of a non-member state, and further in cartjon
with Par. 7.7.1 of the Company's Articles of Asatioin, the Supervisory Board gives a positive asaesat
of the Directors' Report on the operations of tiLEN Group and PKN ORLEN S.A. in 2017.

VI. ASSESSMENT OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER
31ST 2017

Acting pursuant to Art. 382.3 of the Commercial Qamies Code and Par. 8.11.6 of the Company's ésticl
of Association in conjunction with Art. 395.2.1thie Commercial Companies Code, and pursuant to4Art.
and Art. 53.1 of the Accounting Act and Par. 7a%.the Company's Articles of Association, the Sujsary
Board gives a positive assessment of the attaaldited financial statements of Polski Koncern Nafto
ORLEN Spétka Akcyjna for the year ended Decembet 2017, comprising:

» the separate statement of profit or loss (preseimethe statement of profit or loss and other
comprehensive income) for the period from Januatyd December 31st 2017, showing a net profit
of PLN 6,101,792,575.09 (six billion, one hundred ane million, seven hundred and ninety-two
thousand, five hundred and seventy-five zioty, 00)1

» the separate statement of financial position deaember 31st 2017, showing total assets and total
equity and liabilities of PLN 49,352,397,446.70 r{§enine billion, three hundred and fifty-two
million, three hundred and ninety-seven thousamnak, iundred and forty-six ztoty, 70/100);

» the separate statement of changes in equity, skiaavirincrease in equity as at December 31st 2017
of PLN 5,397,050,617.23 (five billion, three hundir@end ninety-seven million, fifty thousand, , six
hundred and seventeen zioty, 23/100);

* the separate statement of cash flows, showing smaetase in cash of PLN 2,947,661,091.97 (two
billion, nine hundred and forty-seven million, $ixndred and sixty-one thousand, ninety-one zioty,
97/100);

» supplementary information, comprising the introdlutt and notes to the separate financial
statements,

and confirms consistency of the financial statemeavith the accounting records, documents and facts.

Acting pursuant to Par. 8.11.6a of the Companytgles of Association, in conjunction with Art. 382of

the Commercial Companies Code, and Art. 55 and63.4 of the Accounting Act in conjunction withrPa
7.7.1 of the Company's Articles of Association, 8upervisory Board gives a positive assessmeieof t
attached audited consolidated financial statemafritee ORLEN Group for the year ended December 31st
2017, comprising:

» the consolidated statement of profit or loss (presakin the consolidated statement of profit oslos
and other comprehensive income) for the period fdlamuary 1st to December 31st 2017, showing a
net profit of PLN 7,173,286,205.44 (seven billimne hundred and seventy-three million, two
hundred and eighty-six thousand, two hundred arelZioty, 44/100);

10
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» the consolidated statement of financial positiomt@Becember 31st 2017, showing total assets and
total equity and liabilities of PLN 60,663,481,175.(sixty billion, six hundred and sixty-three
million, four hundred and eighty-one thousand, buedred and seventy-five zloty, 78/100);

» the consolidated statement of changes in equityyisty an increase in equity as at December 31st
2017 of PLN 5,926,202,920.75 (five billion, ninendwed and twenty-six million, two hundred and
two thousand, nine hundred and twenty ztoty, 75/100

» the consolidated statement of cash flows showingtancrease in cash and cash equivalents of PLN
1,293,392,876.66 (one billion, two hundred and tyitleree million, three hundred and ninety-two
thousand, eight hundred and seventy-six zioty, @%/1

» supplementary information, comprising the introdtuttand notes to the consolidated financial
statements,

and confirms consistency of the financial statemeanth the accounting records, documents and facts.

VL. ASSESSMENT OF THE PROPOSAL FOR ALLOCATION OF PROFIT FOR 2017 AND
DIVIDEND PAYMENT

Acting pursuant to Art. 382.3 of the Commercial Qamies Code, and Art. 8.11.6 of the Company's
Articles of Association in conjunction with Art. 832.2 and Art. 348.1 and Art. 348.4 of the Comnarci
Companies Code, and Art. 7.7.3 of the Company'&last of Association, the Supervisory Board gives a
positive assessment of the Management Board's gabpm allocate net profit for the financial ye&1Z of
PLN 6,101,792,575.09 (six billion, one hundred amg million, seven hundred and ninety-two thousand,
five hundred and seventy-five ztoty, 09/100) in tbkowing manner:

1) PLN 1,283,127,183 (one billion, two hundred anchiighree million, one hundred and twenty-seven
thousand, one hundred and eighty-three) to begsadividend (PLN 3 per share),

2) the balance, i.e. PLN 4,818,665,392.09 (four hillieight hundred and eighteen million, six hundred
and sixty-five thousand, three hundred and ninetyztoty, 09/100) to be transferred to the Company'
statutory reserve funds.

In the opinion of the Supervisory Board, the Mamaget Board's proposal for the allocation of nefipfor
2017 is consistent with the Company's strategyajektives.

The Supervisory Board gives a positive assessnfetiteoManagement Board's proposal to set July 20th
2018 as the dividend record date and August 3t8 281the dividend payment date.

VII.  ASSESSMENT OF THE COMPANY'S STANDING, INCLUDI NG ASSESSMENT OF THE
INTERNAL AUDIT, RISK MANAGEMENT AND COMPLIANCE SYST EMS, AND OF
THE INTERNAL AUDIT FUNCTION

International Standards on the Professional Pedfidnternal Auditing 2120 provides that the ingdraudit
activity must evaluate the effectiveness and cbute to the improvement of risk management prosesse
BA, in compliance with the NA Standards, performsdiaactivities, both planned and ad-hoc.

1
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At PKN ORLEN S.A. and key companies of the ORLENb@p, there is an Enterprise Risk Management
(ERM) Unit which coordinates (in accordance withe tapplicable ERM Policy and Procedure) the
Enterprise Risk Management process, and provideks tand methodological support to the process
participants.

The key ERM objectives are:

to support achievement of strategic objectivesaatsqd monitoring and assessment of the relatéd ris

to support achievement of project objectives, vdtiminimum cost of work and optimisation of the
project value by carrying out regular training $&ss on identification, description and assessnaént

project-related risks,

to implement the ERM at key companies of the ORLE&Nup,

to introduce a systematic and transparent appruettie risk management process,

to identify and manage key risks based on segetratdeation of individual units,

to improve audit activities by implementing remeéaietions,

to promote and communicate of the risk managemeiniciples defined in the ERM Policy and

Procedure.

In 2017, the Enterprise Risk Management Unit cdroet the following ERM tasks:

another process of risk self-assessment and rigikats testing at PKN ORLEN was completed,
implementation of the Integrated Enterprise Risknkigement System was completed; the System is one
of the tools supporting achievement of strategid aperational objectives at ORLEN Paliwa and
ORLEN CUK,

compliance of the risk self-assessment and riskralsntesting was completed at ORLEN Deutschland
and the results were presented to process owntre abmpany,

key risks and risk controls at Anwil S.A., ORLENetuva and Unipetrol RPA were reviewed and
updated,

a new version of the Magique system was implemented

another process of risk self-assessment and ristkate testing was launched at Anwil S.A., basedhan
new version of the Magique system,

in Business Areas, employees involved in projeecakion were provided with training on identificatj
description and assessment of project risks usie@tarity system,

user manuals were developed in Polish, Englishci€znd Lithuanian for the new version of the
Magique system,

the first process of risk self-assessment andauskrols testing at ORLEN Lietuva and Unipetrol RPA
began,

workshops on risk self-assessment and risk contesting for key management staff were carriedabut
ORLEN Lietuva and Unipetrol RPA,

methodological support was provided to stakeholadrshe process of risk self-assessment and risk
controls testing at ORLEN Lietuva and Unipetrol RPA

a report on risk management at PKN ORLEN S.A. wapared for and presented to the Company’s
Management Board,

work commenced on effective implementation of theRR (personal data protection regulations) at PKN
ORLEN S.A. and identification of related key riskhich should be reflected in the ERM system,

work commenced on effective implementation of ridkntification for the processes covered by the
Integrated Management System in accordance withdherequirements of the ISO 9001:2015 standard.

PKN ORLEN S.A''s internal control system in 2017

12
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In accordance with the Code of Best Practice folEAl&ted Companies, PKN ORLEN S.A. has in place
effective internal control, risk management and gliemce systems, as well as an internal audit fanct
The parallel operation of all these elements alldvesSupervisory Board to exercise continuous sigien

of the Company's operations and ongoing assesshiatstanding and condition.

The Group has also developed a structured intezoatrol system comprising comprehensive internal
procedures. The procedures are managed with theofuse dedicated IT system which ensures their
consistency through multifaceted approvals andaightions at appropriate levels within the orgatiis.

The Company uses a popular model of three lineefefince, which puts risk management by business uni
and risk controls in the Company's operational @sses on the first line of defence, compliancetfans on
the second of defence, and internal audit on tind time of defence with responsibility for overbigof the
other two lines.

1. Firstline of defence — Integrated Enterpriiek Management System (ERM)

In 2013, PKN ORLEN S.A. implemented a comprehengimerprise Risk Management (ERM) system,
which is consistent with best practices in thispees, based on the COSO standards. It developed and
implemented Enterprise Risk Management Policy amddiures, and the entire process is supported by a
dedicated IT system.

The ERM system is one of management tools supgoetifective achievement of strategic and operationa
objectives. The system covers all key businesseggs®s such as production, logistics and saleselhasva
range of support functions, e.g. preparation driirial statements or the strategic planning process

In order to provide the Supervisory Board with ogdtate information on key risks, individual busis@seas
assess risks to ensure that the list of the magtifigiant risks is up to date. The assessment és th
responsibility of process, risk and control own&ssults of the self-assessment are used to depklop of
remedial actions for individual risks and risk cotg, to help bring net risk (with risk-specific rdeols in
place) exactly in line with the organisation's degirisk appetite.

Upon completion of each risk self-assessment eserand risk controls testing a report is preparad a
submitted to the PKN ORLEN Management Board anthéoAudit Committee of the Supervisory Board.
The report identifies PKN ORLEN’s most significaigks and the planned mitigation methods.

2. Second line of defence — compliance function
The compliance function at PKN ORLEN S.A. is basadhe following four elements:

- as part of the ERM system, understood as arsylteassessing financial and operational risk d@npe
with regard to the effectiveness of controls arelEfRM Policy and Procedure,

- through the internal audit function as a tool &msessment of compliance of the processes withnait
regulations,

- compliance with integrated management syste8©)(|

- identification of regulatory risks, including particular risks related to the industry in whible Company
operates.

PKN ORLEN S.A. has developed the Integrated ManagerSystem Policy, whose implementation and
validity are regularly — as part of the IMS revievassessed by unit managers as well as executectais
and office directors.

The Company’s Integrated Management System takesacount the findings of audits and reviews al we
as complaints and grievances. Additionally — shdbkl need arise — preventive / corrective measarmes
taken to address any observations/ irregularitiestified in the above processes. All these a@wiare
designed to ensure compliance with the referermedatds, i.e.: ISO 9001 (quality management system)
ISO 14001 (environmental management system), PNBOO1 (occupational health and safety management
system), and ISO 27001 (information security mansagg system ), ISCC system (a certification sydimm
biomass and biofuels), Factory Production Contyait&n, and Food Safety Management System.
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As part of the regulatory risk management proceélse, Company monitors legislative work, at the
international, EU and national levels, on drafidlegcts with a potential to affect the Company'sitess. At
the same time, efforts are made to identify poténtégulatory barriers which may pose risks to the
Company's business, based on which steps are tiakeinimise the risks.

Additionally, PKN ORLEN S.A. also pursues a loblyirstrategy, compliant with laws of general
application and internal regulations, to have imnmns and position on particular matters recogphis
internationally. Reports on such activities areppred as needed and presented to the Management Boa

3. Third line of defence — internal audit and function

The internal audit function is performed by the dAwOffice, whose purpose is to perform independart
objective assessment of internal audit systemsaaatyse business processes.

The activities are carried out in compliance whhb tnternational Standards for the Professionattfeea of
Internal Auditing (The Institute of Internal Audig) IIA). This compliance is verified periodicallyy an
external entity holding appropriate authorisations.

As part of the Audit Office’s tasks (audits and salting projects), compliance issues are reviewe@m
ongoing basis by reviewing process compliance tghapplicable internal regulations. The Audit Géfiof
PKN ORLEN S.A. provides recommendations to impletrsmiutions designed to reduce the risk of non-
achievement of the Group's objectives, improvectiffeness of the internal control system and enbdine
efficiency of business processes

Internal assessment of PKN ORLEN S.A.'s internal adit function in 2017

In accordance with the audit standards, interns¢ssnent includes: -

ongoing monitoring of internal audit activities;

- periodic reviews of the internal audit functioarried out through self-assessment or by othesoper
from within the organisation who have reasonablevkedge of internal audit practices.

In 2017, the internal audit activities were morggbron an ongoing basis by the Audit Director ag phr
their day-to-day activities.
In 2017, development initiatives were implemeniadluding internal training sessions for all empdeg of

the ORLEN Group's internal audit units (‘Methodglofpr the Preparation of Audit and Control
Programmes' and Evidence and Documents in Control and Audit Preeg¥s

Also in 2017, the Audit Office of PKN ORLEN S.A.:

- implemented a new version of the Galileo audihaggement system;
- following the rollout of the new version — revied/the Galileo User Manual
and the Auditor Handbook of audit methodology;

- reviewed amendments to the International StarsdBndthe Professional Practice of Internal Audjtin
(Institute of Internal Auditors — IIA) to ensure mpliance of the Audit Office with the amended
standards.

VIl ASSESSMENT OF THE COMPANY'S COMPLIANCE WITH IT S CORPORATE
GOVERNANCE DISCLOSURE OBLIGATIONS
= PKN ORLEN S.A. applies the corporate governancegjples set out in the Code of Best Practice

for WSE Listed Companies 2016 (‘Code of Best Reagtapplicable on the Warsaw Stock Exchange
(WSE)).
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= The Company properly fulfils its corporate govercerdisclosure obligations resulting from the
WSE Rules and regulations on current and periodiorination to be disclosed by issuers of
securities.

= |n 2017, PKN ORLEN complied with all principles ¢aimed in the document 'Code of Best Practice
for WSE Listed Companies 2016'. If the Company eremtly does not comply with or has
incidentally violated a principle set forth in ti@ode of Best Practice, it discloses such non-
compliance or violation in accordance with Sect&h3 of the WSE Regulation, i.e. in a current
report issued through the WSE-managed EBI reposjistem.

= Pursuant to Par. 91 of the Regulation on curredtpariodic information to be published by issuers
of securities and conditions for recognition asieajent of information whose disclosure is required
under the laws of a non-member state, dated Febr@th 2009 (Dz.U. of 2014, item 133, as
amended), PKN ORLEN discloses a statement of cam@d with corporate governance principles
in its consolidated and separate full-year reports.

= The 'Investor Relations' section of the Company&bsite contains a corporate governance tab
(http://www.orlen.pl/PL/Relacjelnwestorskie/GieldatBy/DobrePraktykiGPW.aspx which s
where the Company’s annual reports on compliantie WISE best practices, as well as the Code of
Best Practice for WSE Listed Companies itself, ahbe downloaded. In addition, it also contains a
brief statement of best practices applied by then@my, and all other information required by the
Code.

= In accordance with Resolution No. 1933/18 of Matetih 2018, the Supervisory Board of PKN
ORLEN S.A. delegated Ms Agnieszka Biernat-Wiatrdl;, Radostaw L. Kwaénicki, and Mr
Mateusz Bochacik to individually perform supervisoduties with respect to the Company's
compliance with its corporate governance disclosakgations set forth in the WSE Rules and
regulations on current and periodic informatiorb®published by issuers of securities. Previously,
the persons delegated to perform these duties wWdreRadostaw L. Kwénicki, Mr Mateusz
Bochacik, and Mr Adrian Dworzgki.
In 2017, the Management Board maintained ongoogacts with delegated Supervisory Board
members in respect of fulfilment of the Companyischbsure requirements and contacts with the
Polish Financial Supervision Authority.

IX ASSESSMENT OF REASONABLENESS OF THE COMPANY’'S SPONSORSHIP,
CHARITABLE OR SIMILAR ACTIVITIES

PKN ORLEN'’s sponsorship and charitable initiativeesried out in 2017 were part of the PKN ORLEN
Marketing Strategy for 2017-2021, approved by tloepGrate Strategy Committee in January 2017. The
initiatives associated with the implementation o CSR Strategy for PKN ORLEN were reported at the
meetings of the Supervisory Board’'s CSR CommitteeDecember 2015 and September 2016. The
initiatives were carried out in accordance with @empany’s internal regulations and customary ntarke
practice. The sponsorship and charitable activiied tools were adjusted throughout the year to the
changing competitive environment.

The adopted sponsorship and charity strategy hidtspmsitive perception and strong good image of\PK
ORLEN brands, and also translated into measurabldts.

In 2017, the media value generated by the Compangiketing efforts exceeded PLN 195 mvhich makes
PKN ORLEN the sixth brand in Poland in terms of &@xfosure. Sponsorship activities played a significa
role. As confirmed by research, such activitiesatyecontribute to creating an emotional bond betwthe

IStudy on the effectiveness of sports sponsorstipities and product placement, Pentagon Researohthly measurements in 2012—2017.
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brand and the customer. Public awareness of PKNEDRL sponsorship activities among motorists was
77%, and among people interested in motorsponsuas as 86%.

The projects and initiatives undertaken in 201 7tidouted to the strengthening of PKN ORLEN's pasiti
and increasing its share in the fuel market. Degpi¢ competitors’ efforts, fuel sales volumes gbsw/9s,
with a 3% increase in volumes of VERVA fuels congzawith 2016, Sales of Stop Cafe products grew by
16%?

For many years, ORLEN has been the most valuadlshPlorand. In 2017, according to a ranking by the
Rzeczpospolitdaily, the ORLEN brand value was PLN 4.7*ihwas largely supported by the Company’s
sponsoring activities, which directly influence tirand image.

Sponsorship and charitable activities giving disettanslate into desirable brand attributes. Agtam of
the ‘brings benefits to Poland and Poles’ attribwith the ORLEN brand remains high (at 73% in 2017)
Moreover, sponsorship activities support produents image by strengthening association of the VARV
brand with such attributes as ‘power and dynami@%%) or ‘innovation’ (65%5.

PKN ORLEN significantly intensified its activitiger the benefit of the local community in Ptockhélse
projects take into account priorities indicated Ibgal residents, which include healthcare and sggur
environmental initiatives and promotion of heallifgstyles, sports and cultural events as well asous
projects addressed to children. In 2017, the nurobéhese projects grew to 89, from 52 in the poasi
year. In 2017, PKN ORLEN increased its engagemermnrojects for the benefit of Plock in order to
strengthen good relations with the local commuaitg build its image as a ‘good and active neighlbour
also in the context of the inhabitants’ expectagiand concerns related to air quality in Ptock.

PKN ORLEN remains the leader in corporate spongorsh 2017, as much as 31% of the respondents
indicated the Company as most often engaged insspsiip activities; the second in the ranking was
Orange, scoring 12 percentage points below PKMlowed by Lotos (15%), Plus (13%), and Coca-Cola
(12%). In the group of companies involved in claddlié initiatives, PKN ORLEN ranks among the top
thre€, with 8% of responses and the top position amangreercial companies. It was outperformed only
by Polsat and TVN, with 15% and 14% of the respsnespectively. PKN ORLEN is also perceived as the
second most active arts and culture sponsor, vili#h &f responses, after PZU with 129%ther leaders in
this category were Orange (10% of responses) aridl$X7%).

Over the past two years, the ORLEN brand’s imageaasompany supporting local initiatives and
communities significantly strengthened. The peragatof motorists who associate ORLEN with suchlloca
activities is currently 24% (23% in 2016 and 1692@15)’

The Company’s community outreach activities wemgaised in numerous competitions and polls.
X ANALYSIS AND ASSESSMENT OF THE ACTIVITIES OF THE GROUP COMPANIES,

BASED ON ASSESSMENT OF THE GROUP'S CONSOLIDATED FINANCIAL
STATEMENTS

The purpose of activities undertaken by the ORLEMUP is to increase its market value, strengthen it
position on home markets, and expand its proddetiof and geographical reach.

2Sponsoring Monitor, Kantar TNS (formerly GfK Polahi study carried out in October—November in 200272 sample size of 800.
®QlikView reporting system.

“Most Valuable Polish Brands ranking by Reeczpospolitdaily of February 23rd 2018.

*Barometr marki ORLEN’ study by GfK Polonia, conded every two months in 2012—2017; sample sizeéd6f 5

&Sponsoring Monitor’, ARC Rynek i Opinia 2017, AprAugust and December of 2017, sample size of 5011

"Corporate Image study by Kantar TNS, November—-Déeer2017, sample size of 2049.
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To ensure effective management, holding managermelities have been implemented and comprise
solutions designed to achieve Parent-defined shgald across the ORLEN Group.

These solutions are based on the ORLEN Group Quotisti, which ensures uniform rules for information
exchange, organisational standards, and effectionitoring of key business decisions. PKN ORLEN'’s
effective corporate supervision relies on formatl degal supervision as well as on supervision & th
companies’ operating and finance activities.

The Parent's policy with respect to the ORLEN Groampanies focuses on reinforcing the positiorhef t
core-business companies, improving managementplidagng assets, and divesting of non-core assets.

As at December 31st 2017, the ORLEN Group consst@&® companies, including 59 subsidiaries.

In the light of the information presented belowe tBupervisory Board gives a positive assessmettteof
activities of the ORLEN Group's key companies.

.  RESULTS OF THE ORLEN GROUP

The ORLEN Group generatadvenue of PLN 95,364m, up by 19.9% on the previous yegiftecting a
7.4% year-on-year rise in volumes, by 2,929 thodgannes, an increase of USD 10.5/bbl in oil prices
the resulting increase in market prices for theupi® products.

In 2017, earnings before depreciation and amoidisahet of the effect of crude price movementstioan
value of inventories (LIFO-based EBITDA) and netpairment losses on non-current assetere at a
recordPLN 10,448m up byPLN 1,036my/y:

+ PLN 165myly — a positive impact of macroeconomic factongjuding in particular stronger margins on
refined products, olefins, PTA, aromatics, andtaswith the financial results adversely affecbscthe
negative impact of the Urals/Brent differentialwkr margins on polyolefins and fertilizers, and the
appreciation of the Polish currency against foregrrencies.

« PLN 1,660myly — sales volumes growth across all operatingreeqs, ultimately having a positive
overall effect on earnings, reflecting favourablarket conditions and the absence of the production
constraints that occurred in 2016 due to unavdilplof the ethylene and FCC units at the Unipetrol
Group.

* PLN (789)myly — negative impact of other factors, including:

- PLN (463)m yly — change in net other income (expshsresulting mainly from lower yly
compensation paid by insurers in respect of tHarfaiof the Unipetrol Group's ethylene production
unit,

- PLN (323)m yly — other factors, including mainlyicaver by PLN (446)m yly effect of change in
inventory write-downs following remeasurement ofeéntories at net realisable value.

After accounting for the impairment losses, theQibased EBITDA in 2017 waBLN 10,279m.

The positive impact of oil price changes on invepntealuation was PLN 799m. As a result, the ORLEN
Group’s EBITDA for 2017 came in &N 11,078m.

Taking into consideration depreciation and amatitiseof PLN (2,421)m EBIT reachdeLN 8,657m.

In 2017, net finance income wB&N 60m and included mainly net currency exchange gairRLdd 645m,
net interest expense of PLN (274)m, and PLN (30&)settlement and valuation of financial instrursent

8 Net impairment losses on property, plant and gment and intangible assets:
e 2017: PLN (169)m, comprising mainly impairment les®n the ORLEN Upstream Group’s exploration asee®®land;
e 2016: PLN 145m, chiefly attributable to reversalrapairment losses on the Unipetrol Group’s refinassets of PLN 316m and recognition of impairniesges of
PLN (73)m on the ORLEN Upstream Group’s explora@gsets in Poland and PLN (55)m on ORLEN Oil'stasse
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After tax expense of PLN (1,544)m, the ORLEN Grqgsted anet profit of PLN 7,173mfor 2017, an
increase of PLN 1,433m yly.

Equity as at the end of 2017 wB&N 35,211m up by PLN 5,926m y/y, comprising mainly net ptrafi
PLN 7,173mand dividend distributions from retained earnio§BLN (1,372)min total.

At the end of 2017, the Group reported net findragdt of PLN 761m, down by PLN (2,602)m yly.

Expansion of the ORLEN Group’s power generatiogidtics, procurement, IT, and retail business tedrt
increase in total workforce by 532 employees WyQ,262

RESULTS OF THE KEY COMPANIES OF THE ORLEN GROUP IN 2017
(consistent with the figures used for the purpdseoasolidation)

DIAGRAM 1. LIFO-BASED EBITDA of key ORLEN Group companies bed impairment of non-current
assets in 2017

10 448
286 2% g
1074 r— —
230 [
PKN Grupa Grupa ANWIL ORLEN Grupa Pozostate Grupa
ORLEN Unipetrol ~ ORLEN Deutschland  ORLEN ORLEN
Lietuva Upstream

1. PKN ORLEN S.A.

PKN ORLEN generatetevenueof PLN 70,012m, up by 30.5% yly, reflecting a 24.¥/y rise in volumes,
by 4,563 thousand tonnes, an increase of USD M).5iboil prices, and the resulting increase in kaar
prices for PKN ORLEN's products.

In 2017, earnings before depreciation and amoitisahet of the effect of crude price movementstiua
value of inventories (LIFO-based EBITDA) and netpairment losses on non-current assets viRir
5,332m having increased WYLN 481myly:

 PLN 218myly — the positive effect of macroeconomic factimsluding in particular improved margins
on refining products, olefins, PTA and aromaticitly offset by the negative impact of the Ural&/Br
differential and appreciation of the Polish zioty.

* PLN (283)m yly — the negative volume-related effect recordlespite higher y/y sales volumes,
attributable mainly to maintenance shutdowns legadamlower sales of Company-manufactured high-
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margin fuels and petrochemicals, combined with @ased commodity trading volumes, including
imports.

 PLN 546myly — the positive impact of other factors inclddmainly: the positive effect of a change in
net other income/(expenses) of PLN 278m yl/y, rexylfirom successful collection of penalties of PLN
97m for failure to duly perform the contract foC&GT plant in Wioctawek, from lower y/y provisions
for environmental and business risks, and thetipeséffect of higher fuel and non-fuel marginstlie
Retail segment.

After accounting for the impairment losses, the@ibased EBITDA in 2017 waLN 5,327m.

The positive impact of oil price changes on inveytealuation was PLN 701m. As a result, EBITDA for
2017 came in &LN 6,028m

Taking into consideration depreciation and amadtitiseof PLN (2,241)m EBIT reachd?l.N 4,787m.

In 2017, net finance income w& N 2,260m After PLN (945)m taxes, net profit for 2017 wB&N
6,102m an increase of PLN 738m yly.

As at December 31st 2017, net financial debt deeckay PLN (4,464)m y/y, tBLN 1,811m

As at December 31st 2017, the headcount4)y@80 personshaving increased by 194 persons yly.

2. UNIPETROL GROUP

Revenuewas PLN 19,811m, having increased by 39.7% y/Yecdhg a 1,496 thousand tonnes (20.4%) y/y
increase in sales volumes.

In 2017, earnings before depreciation and amoidisahet of the effect of crude price movementstios
value of inventories (LIFO-based EBITDA) and netpairment losses on non-current assets viRir
2,394m having increased WYLN 742myly:

 PLN 30m yl/y — the positive effect of macroeconomic factansluding in particular improved margins
on refining products, partly offset by the negafivgact of the Urals/Brent differential and appaticin
of the Czech koruna.

 PLN 1,729myly — the positive effect of higher sales volunies production constraints caused by the
2016 shutdown of the ethylene and fluid catalgtacking units).

e PLN (1,017)m yly — other factors included the negative effedt @ change in net other
income/(expenses) of PLN (543)m yly, attributabkginty to a lower y/y compensation paid by insurers
in respect of the failure of the ethylene unit, anBLN (306)m y/y decrease in net changes in irorgnt
write-downs following remeasurement of inventor et realisable value.

After accounting for the impairment losses, the@Qibased EBITDA in 2017 waLN 2,382m.

The positive impact of oil price changes on inveyntealuation was PLN 26m. As a resuiBITDA for
2017 came in &@LN 2,408m

Taking into consideration depreciation and amaiitseof PLN (459)m EBIT came in &LN 1,949m.

In 2017, net finance costs waPeN (229)m. After PLN (317)m taxes, net profit for 2017 wRsN 1,403m
an increase of PLN 95m yly.

Negative net debt (cash surplus) as at Decemb&2813 wad’LN (401)m.
As at December 31st 2017, the headcount was 4 &20ms, having increased by 144 persons yly.

3. ORLEN LIETUVA GROUP
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Revenuewas PLN 17,042m, having increased by 19.4% y/\ecthg a 75 thousand tonnes (0.8%) yly
increase in sales volumes.

In 2017, earnings before depreciation and amoidisahet of the effect of crude price movementstiosn
value of inventories (LIFO-based EBITDA) and netpairment losses on non-current assets viRir
1,074m having decreased BLN (19)myly:

* PLN (46)m yly — the negative effect of such macroeconomitois as the Urals-Brent differential and
foreign exchange rates, partly offset by the pasitmpact of refining margins.

« PLN 52m yly — the positive volume-related effect, achievdelspite the scheduled maintenance
shutdown of the Mazeikiai refinery and aggressimamgetition from suppliers from Finland and Belarus.

* PLN (25)myly — mainly the effect of higher costs relatedhte maintenance shutdown.
After accounting for the impairment losses, the@Qibased EBITDA in 2017 waLN 1,073m.

The positive impact of oil price changes on inveyntealuation was PLN 69m. As a resuiBITDA for
2017 came in &LN 1,142m

Taking into consideration depreciation and amaiitseof PLN (71)m EBIT came in &LN 1,071m.

In 2017, net finance costs wdPeN (59)m. After PLN (104)m taxes, net profit for 2017 wRkN 908m, a
decrease of PLN (36)m yly.

Negative net debt (cash surplus) as at Decembé&2813 wasPLN (53)m.
As at December 31st 2017, the headcount was 1 &¥dms, having increased by 30 persons yly.

4. ANWIL

Revenuewas PLN 2,413m, having decreased (2.5)% y/y, wiftt dhousand tonnes (1.6%) y/y increase in
sales volumes.

In 2017, earnings before depreciation and amoigisgdEBITDA), net of the effect of impairment lossen
non-current assets, welPeN 502m, having decreased BBLN (76)myl/y:

e PLN (30)m yly — the effect of macroeconomic factors primarihcluded a negative effect of
appreciation of the PLN exchange rate against dareurrencies, partly offset by higher margins on
plastics.

* PLN (1)m yly — the negative effect of lower sales volumassed by the deteriorated situation on the
fertilizer market.

* PLN (45)myl/y — mainly a negative impact of lower marginsfertilizers.
After accounting for impairment losses, EBITDA #0017 wasPLN 502m.
Taking into consideration depreciation and amatitiseof PLN (93)m EBIT came in &LN 409m.

In 2017, net finance income w&iN 3m. After PLN (86)m taxes, net profit for 2017 wB&N 325m, a
decrease of PLN (208)m yly.

As at December 31st 2017, net debt decreased by(PioNy/y, toPLN Om.
As at December 31st 2017, the headcount was 1268ms, having increased by 24 persons yly.

5. ORLEN DEUTSCHLAND
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Revenuewas PLN 14,850m, having increased by 8.4% y/yeuotihg a 163 thousand tonnes (6.2%) yly
increase in sales volumes.

In 2017, earnings before depreciation and amoigisgdEBITDA), net of the effect of impairment lossen
non-current assets, wePé N 286m, having decreased LN (9)m yly:
 PLN 15myly — the positive effect of higher sales volumes.

* PLN (24)m yly — mainly a negative effect of lower fuel margi(PLN (29)m), with relatively stable
margins on non-fuel products.

After accounting for impairment losses, EBITDA #0017 wadPLN 285m.
Taking into consideration depreciation and amatitgeof PLN (106)m EBIT came in &LN 179m.

In 2017, net finance costs wePdN (3)m. After PLN (60)m taxes, net profit for 2017 wakN 116m, a
decrease of PLN (13)m yly.

Negative net debt (cash surplus) as at Decemb&2813 wadPLN (11)m.
As at December 31st 2017, the headcount was 15bm&rhaving increased by 9 persons yly.

6. ORLEN UPSTREAM GROUP

Revenuewas PLN 526m, having increased 14.3% yly, reflgctin 80 thousand tonnes (14.3%) y/y increase
in sales volumes.

In 2017, earnings before depreciation and amoitisdEBITDA), net of the effect of impairment lossen
non-current assets, welPeN 294m, having increased LN 24myly:

* PLN 7m yly — the positive effect of macroeconomic factorsinly due to a year-on-year increase in
hydrocarbon prices in Canada.

« PLN 45m yly - the positive effect of higher sales volumesainly due to higher hydrocarbon
production in Canada.

 PLN (28)m yly — other factors, including mainly the negataféect of net other income/(expenses) of
PLN (51)m yly, attributable mainly to the absenégasitive effect of the adjustment of allocatioh o
FX Energy acquisition price, recognised in 2016.

After accounting for impairment losses, EBITDA #0017 wadPLN 154m.
Taking into consideration depreciation and amatitseof PLN (307)m EBIT came in &LN (153)m.

In 2017, net finance income w&t.N 97m. After PLN (26)m taxes, net loss for 2017 wRIsN (30)m,
andecrease of PLN 159m yly.

As at December 31st 2017, net debt increased by ®bN/y, toPLN 749m.
As at December 31st 2017, the headcount was 148mserhaving increased by 2 persons yly.

7. OTHER ORLEN Group companies — a PLN 566m effect orLIFO-based EBITDA, including
mainly:
- PLN 248m — share of equity-accounted entities (B&RLEN Polyolefins),
- PLN 76m — ORLEN Potudnie,
- PLN 70m — ORLEN Paliwa,
- PLN 75m — ORLEN Asfalt,
- PLN 35m - IKS Solino,
- PLN 18m — ORLEN Serwis.
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Xl ASSESSMENT OF THE USE OF NON-CURRENT ASSETS BYTHE COMPANY

I. Property not used in PKN ORLEN S.A.’s day-to-dmperations in 2017

Property not used in day-to-day operations of PKRLEN S.A. (such as land on which closed-down
service stations are located, non-operational serstations, petroleum product plants and storagetd)
are subject to ongoing analysis in terms of thessible sale or lease. Those items of property lwhie
found to be unsuitable for the Company’s needsdasgean internal analysis within the Company’s srea
are classified as property for disposal.

As at December 31st 2017, PKN ORLEN S.A. held 9@erties held for sale or lease, with a total net
carrying amount of PLN 81m.

In 2017, 22 properties with a carrying amount ofNP12.13m were sold for PLN 24.53m (VAT exclusive).
Moreover, following the issue of administrative déans permitting implementation of road constroicti
projects, the Company lost its legal title to 1dpmrties with a total carrying amount of PLN 1.4RAT
exclusive, through expropriation. The Company wasiggd a compensation of PLN 5.82m (VAT
exclusive).

Properties or parts of properties which are nadly used in the Company’s day-to-day operationy be
leased or rented. As at the end of 2017, the Coynpas a party to 54 lease agreements providingah to
annual rent of PLN 2.29m (VAT exclusive).

Il. Material items of other non-current assets, ludiyg machinery and equipment,
which are not used in day-to-day operations and exptected to be used in the future through sale,
liquidation, lease or rental.

No material redundant assets (other than the piiepespecified in section I. above) were identife@dPKN
ORLEN, including no machinery and equipment, whigte not used in the Company's day-to-day
operations.

Xl SELF-ASSESSMENT OF THE SUPERVISORY BOARD’S WORK

In accordance with point 11.Z.10.2. of Section fltbe Code of Best Practice for WSE Listed Companie
adopted by Resolution No. 26/1413/2015 of the Suapery Board of the Warsaw Stock Exchange of
October 13th 2015 (“Code of Best Practice for W$&dd Companies”), the Company’s Supervisory Board
performed self-assessment of its work in 2017.

The Supervisory Board exercises ongoing superviener the Company’s activities in every area of its
operations, in accordance with the powers and respitities defined in applicable laws and the Camgs
internal regulations. In the performance of theipeyvisory duties, Supervisory Board members wise a
guided by the Code of Best Practice for WSE Listednpanies. In the course of their duties, Superyiso
Board members gave due regard to the Compangeests.

Members of the Supervisory Board have a high lefeprofessional competence required to serve on
a supervisory body. Their diverse skills, combingith experience in supervision of commercial law
companies, ensure effective and efficient oversightarious areas of PKN ORLEN S.A.’s operationd an
enable comprehensive assessment of the economibwsidess plans of the Management Board. The
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number of the Supervisory Board members is appatoifor the scale of the Company’s operations. The
requirement concerning the number of independepeisory Board members was met, with three such
members on the Supervisory Board, and diversitgrims of gender and age of the members was ensured

2017 was another period of active and intensifiedkwior the Supervisory Board. At the beginning26f.7,

the Company commenced implementation of its Styafeg2017-2021, presented at the end of 2016. In
June 2017, the Supervisory Board appointed the @agip Management Board for a new three-year term of
office. Apart from active support to the ManagemBoard in the Company’s day-to-day operationsha t
second quarter of 2017, the Supervisory Board aggordhe issue of bonds by the Company under the
second retail bond programme addressed to retaisiors, covered by the issue prospectus approyvéueb
Polish Financial Supervision Authority. In the lastarter of 2017, the Supervisory Board grantedatssent

to the announcement and implementation by the Coynpd a voluntary tender offer for Unipetrol a.s.
shares.

Pursuant to Art. 390.1 of the Commercial Compafiede, the Supervisory Board acts as a collectidy bo
through active patrticipation of all its memberstgimeetings. In addition to those meetings, theeBtisory
Board also met within specialised committees. Gitle need to efficiently prepare the materials ¢o b
considered at its meetings and meetings of its attews, and to ensure that decisions are madeeat th
required time, the Supervisory Board cooperatedh wie Management Board also on a workshop basis,
through direct, ongoing contats between the twddsod'he Supervisory Board members also attended th
Company’s General Meetings in order to ensure tbssipility of substantive discussion during the
meetings.

Three of the Supervisory Board members were deddgad individually supervise the Company’'s
compliance with the corporate governance disclosbhigations specified in the Rules of the Warsdock
Exchange and legal regulations concerning disckosticurrent and periodic information.

The Supervisory Board actively responded to theeetgtions of the major shareholder regarding
supervision of individual segments or mattersidbardered internal inspections in this respect.

The Management Board cooperated with the SupewiBoard, providing all necessary information and
materials. The Management Board flexibly respontiedhe Supervisory Board’'s expectations also with
respect to the workshop meetings outside of theSigory Board meetings.

The Supervisory Board members actively participatedeminars and conferences devoted to corporate
governance with a view to expanding and updatieg tnowledge of the changing legal requirementtlfer
operation of supervisory boards in Poland and abroa

The Supervisory Board members’ engagement in thmpaaoy’s affairs in terms of the amount of time
significantly exceeded market standards in thipees

All things considered, the Supervisory Board can$irproper performance of duties by its member®irv2
In the Supervisory Board's opinion, its work duringetings, at committees and through direct contaith

the Company's Management Board, was highly efficigransparent and effective, which ensured
professional support to, effective supervisionaoig provided the sense of stability to the Company.

Warsaw, May 30th 2018
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