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Financial highlights

Key data from the interim condensed consolidated financial statements PLNm EURm

6 months 6 months 6 months 6 months

ended June ended June ended June ended June

30th 2021 30th 2020 30th 2021 30th 2020
Revenue 24,985 21,038 5,495 4,737
Operating profit before interest, taxes, depreciation and amortisation (EBITDA) 5,195 9,352 1,142 2,106
Operating profit (EBIT) 3,417 7,656 751 1,724
Profit before tax 3,336 7,327 734 1,650
Net profit attributable to owners of the parent 2,434 5,920 535 1,333
Net profit 2,434 5,920 535 1,333
Total comprehensive income attributable to owners of the parent 2,371 5,597 521 1,260
Total comprehensive income 2,371 5,597 521 1,260
Net cash from operating activities 4,750 6,679 1,045 1,504
Net cash from investing activities (2,878) (2,938) (633) (662)
Net cash from financing activities (1,065) (3,119) (234) (702)
Net cash flows 807 622 177 140
Basic and diluted earnings per share (in PLN and EUR, respectively) 0.42 1.02 0.09 0.23

As at June As at December As at June As at December

30th 2021 31st 2020 30th 2021 31st 2020
Total assets 68,636 62,871 15,182 13,624
Total liabilities 22,333 18,746 4,940 4,062
Non-current liabilities 12,138 11,666 2,685 2,528
Current liabilities 10,195 7,080 2,255 1,534
Total equity 46,303 44,125 10,242 9,562
Share capital 5,778 5,778 1,278 1,252
Weighted average number of ordinary shares (million) 5,778 5,778 5,778 5,778
Book value per share and diluted book value per share (PLN/EUR) 8.01 7.64 1.77 1.65
Dividend per share declared or paid (PLN and EUR) 0.21 0.09 0.05 0.02
Key data from the interim condensed separate financial statements PLNm EURm

6 months 6 months 6 months 6 months

ended June ended June ended June ended June

30th 2021 30th 2020 30th 2021 30th 2020
Revenue 12,413 11,037 2,730 2,485
Operating profit before interest, taxes, depreciation and amortisation (EBITDA) 1,836 6,776 404 1,526
Operating profit (EBIT) 1,427 6,365 314 1,433
Profit before tax 2,140 6,469 471 1,457
Net profit 1,870 5,230 411 1,178
Total comprehensive income 1,779 4,955 391 1,116
Net cash from operating activities (257) 2,622 (57) 590
Net cash from investing activities 738 (1,083) 162 (244)
Net cash from financing activities (28) (3,051) (6) (687)
Net cash flows 453 (1,512) 99 (341)
Earnings and diluted earnings per share attributable to holders of ordinary shares (PLN/EUR) 0.32 0.91 0.07 0.20

As at June As at December As at June As at December

30th 2021 31st 2020 30th 2021 31st 2020
Total assets 48,058 43,746 10,631 9,480
Total liabilities 10,242 7,516 2,266 1,629
Non-current liabilities 4,476 3,871 990 839
Current liabilities 5,766 3,645 1,276 790
Total equity 37,816 36,230 8,365 7,851
Share capital and share premium 7,518 7,518 1,663 1,629
Weighted average number of shares (million) in the period 5,778 5,778 5,778 5,778
Book value per share and diluted book value per share (PLN/EUR) 6.54 6.27 1.45 1.36
Dividend per share declared or paid (PLN and EUR) 0.21 0.09 0.05 0.02

Average EUR/PLN exchange rates quoted by the NBP June June December

30th 2021 30th 2020 31st 2020
Average exchange rate for period 4.5472 4.4413 4.4742
Exchange rate at end of period 4.5208 4.4660 4.6148

Items of the statement of profit or loss, statement of comprehensive income, and statement of cash flows were translated at the EUR/PLN exchange
rate computed as the arithmetic mean of the mid rates quoted by the National Bank of Poland (NBP) for the last day of each calendar month in the
reporting period.

Iltems of the statement of financial position were translated at the mid rate for EUR/PLN quoted by the NBP for the reporting date.
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(in PLN million, unless stated otherwise)

Interim condensed consolidated financial statements

3 months 6 months 3 months 6 months
Consolidated statement of profit or loss Note ended June ended June ended June ended June
30th 2021 30th 2021 30th 2020 30th 2020
unaudited unaudited unaudited unaudited
Revenue from sales of gas* Note 3.4 7,274 17,879 4,850 15,265
Other revenue* Note 3.4 3,158 7,106 2,432 5,773
Revenue 10,432 24,985 7,282 21,038
Cost of gas Note 3.5 (6,023) (14,566) (2,764) (11,458)
Effect ofthe_ annex executed with PAO Gazprom/OOO Gazprom Export on Note 3.5 : i 4915 4915
cost of gas in 2014-2019
Other raw materials and consumables used Note 3.5 (811) (1,901) (671) (1,549)
Employee benefits expense Note 3.5 (814) (1,651) (801) (1,601)
Transmission services (269) (538) (260) (519)
Other services Note 3.5 (495) (899) (440) (859)
Taxes and charges (98) (731) (66) (640)
Other income and expenses Note 3.6 (487) (171) 14 459
Work performed by the entity and capitalised 267 551 223 498
Rec_ognltlon anq rever_sal of impairment losses on property, plant and Note 3.5 100 116 (158) (932)
equipment and intangible assets
Operating profit before interest, taxes, depreciation and amortisation 1,802 5195 7,274 9,352
(EBITDA)
Depreciation and amortisation expense (822) (1,778) (825) (1,696)
Operating profit (EBIT) 980 3,417 6,449 7,656
Net finance costs Note 3.7 (30) (87) 149 (121)
Profit/(loss) from equity-accounted investees 6 6 (217) (208)
Profit before tax 956 3,336 6,381 7,327
Income tax Note 3.8 (269) (902) (1,240) (1,407)
Net profit 687 2,434 5,141 5,920
Net profit attributable to:
Owners of the parent 687 2,434 5,141 5,920
Non-controlling interests - - - -
Weighted average number of ordinary shares (million) 5,778 5,778 5,778 5,778
Basic and diluted earnings per share (PLN) 0.12 0.42 0.89 1.02
3 months 6 months 3 months 6 months
Consolidated statement of comprehensive income Note ended June ended June ended June ended June
30th 2021 30th 2021 30th 2020 30th 2020
unaudited unaudited unaudited unaudited
Net profit 687 2,434 5,141 5,920
Exchange differences on translating foreign operations (56) 21 6 (21)
Hedge accounting (399) (111) (257) (314)
Deferred tax 76 21 49 60
Other comprehensive income subject to reclassification to profit or loss (379) (69) (202) (275)
Actuarial losses on employee benefits 5 5 (54) (54)
Deferred tax (1) (1) 10 10
Share of other comprehensive income of equity-accounted investees 2 2 (4) (4)
g:l::;scomprehenswe income not subject to reclassification to profit 6 6 (48) (48)
Other comprehensive income, net (373) (63) (250) (323)
Total comprehensive income 314 2,371 4,891 5,597
Total comprehensive income attributable to:
Owners of the parent 314 2,371 4,891 5,597

Non-controlling interests

* Starting from the consolidated financial statements for 2020 the Group changed the presentation of revenue from sales of propane butane, therefore the comparative

data has been restated; for more information, see Note 2.3.

Page 4 of 40

Free translation of the official Polish version



& PGNiG

PGNIG GROUP

INTERIM REPORT FOR THE SIX MONTHS ENDED JUNE 30TH 2021

(in PLN million, unless stated otherwise)

6 months 6 months
Consolidated statement of cash flows Note ended June ended June
30th 2021 30th 2020
unaudited unaudited
Cash flows from operating activities
Net profit 2,434 5,920
Depreciation and amortisation expense 1,778 1,696
Current tax expense 902 1,407
Net gain/(loss) on investing activities (450) 874
Other non-cash adjustments 235 756
Income tax paid (382) (609)
Movements in working capital 233 (3,365)
Net cash from operating activities 4,750 6,679
Cash flows from investing activities
Payments for acquisition of tangible exploration and evaluation assets under construction (297) (523)
Payments for other property, plant and equipment and intangible assets (2,549) (2,330)
Payments for shares in related entities (26) -
Payments for acquisition of short-term securities - (118)
Proceeds from sale of short-term securities - 109
Other items, net (6) (76)
Net cash from investing activities (2,878) (2,938)
Cash flows from financing activities
Increase in debt 4 295
Decrease in debt (1,077) (3,400)
Other items, net 8 (14)
Net cash from financing activities (1,065) (3,119)
Net cash flows 807 622
Cash and cash equivalents at beginning of the period 7,098 3,037
Foreign exchange differences on cash and cash equivalents 331 8
Impairment losses on cash and cash equivalents (1) (1)
Cash and cash equivalents at end of the period 8,235 3,666
including restricted cash 2,076 483
. . . . As at June As at December
Consolidated statement of financial position Note 30th 2021 31st 2020
unaudited audited
ASSETS
Property, plant and equipment Note 3.9 43,998 42,565
Intangible assets 407 693
Deferred tax assets 316 42
Equity-accounted investees 975 966
Derivative financial instruments 378 143
Other assets 1,745 1,834
Non-current assets 47,819 46,243
Inventories 3,065 2,684
Receivables 5,685 5,288
Derivative financial instruments Note 3.10 3,263 1,310
Other assets 560 217
Cash and cash equivalents 8,235 7,098
Assets held for sale 9 31
Current assets 20,817 16,628
TOTAL ASSETS 68,636 62,871
EQUITY AND LIABILITIES
Share capital and share premium 7,518 7,518
Hedging reserve (299) (16)
Accumulated other comprehensive income (288) (315)
Retained earnings 39,373 36,939
Equity attributable to owners of the parent 46,304 44,126
Equity attributable to non-controlling interests 1) 1)
TOTAL EQUITY 46,303 44,125
Financing liabilities 3,266 3,859
Derivative financial instruments 816 285
Employee benefit obligations 1,045 1,046
Provision for decommissioning, restoration and environmental remediation costs Note 3.3.1. 3,284 3,241
Other provisions Note 3.3.2. 134 135
Grants 691 695
Deferred tax liabilities 2,747 2,228
Other liabilities 155 177
Non-current liabilities 12,138 11,666
Financing liabilities 139 325
Derivative financial instruments Note 3.10 3,261 1,113
Trade and tax payables*® 3,824 3,297
Employee benefit obligations 500 468
Provision for decommissioning, restoration and environmental remediation costs Note 3.3.1. 68 70
Other provisions Note 3.3.2. 739 789
Grants 43 49
Other liabilities 1,621 969
Current liabilities 10,195 7,080
TOTAL LIABILITIES 22,333 18,746
TOTAL EQUITY AND LIABILITIES 68,636 62,871

*Including income tax: PLN 145m (2020: PLN 168m)
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(in PLN million, unless stated otherwise)
Consolidated statement of changes in equity

Equity attributable to owners of the parent

Share capital and share

: . oo Accumulated other comprehensive income:
premium, including:

Share of other Equity attributable to

Hedging reserve Actuarial comprehensive Retained Total non-controlling Total equity
Share . Translation . . X earnings interests
capital Share premium reserve gains/(losses) on income of equity-
employee benefits accounted
investees
As at January 1st 2020 (audited) 5,778 1,740 739 (122) (117) (7) 30,097 38,108 (1) 38,107
Net profit - - - - - - 5,920 5,920 - 5,920
Other comprehensive income, net - - (254) (21) (44) 4) - (323) - (323)
Total comprehensive income - - (254) (21) (44) (4) 5,920 5,597 - 5,697
Change in equity recognised in inventories, net - - 229 - - - - 229 - 229
Dividend - - - - - - (520) (520) - (520)
Changes in the Group - - - - - - 22 22 - 22
As at June 30th 2020 (unaudited) 5,778 1,740 714 (143) (161) (11) 35,519 43,436 (1) 43,435
As at January 1st 2021 (audited) 5,778 1,740 (16) (132) (173) (10) 36,939 44,126 (1) 44,125
Net profit - - - - - - 2,434 2,434 - 2,434
Other comprehensive income, net - - (90) 21 4 2 - (63) - (63)
Total comprehensive income - - (90) 21 4 2 2,434 2,371 - 2,371
Change in equity recognised in inventories, net - - (193) - - - - (193) - (193)
As at June 30th 2021 (unaudited) 5,778 1,740 (299) (111) (169) (8) 39,373 46,304 (1) 46,303
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(in PLN million, unless stated otherwise)

1. General information
1.1 The Group

Company name Polskie Gornictwo Naftowe i Gazownictwo Spotka Akcyjna

Registered office ul. Marcina Kasprzaka 25, 01-224 Warsaw, Poland

District Court for the Capital City of Warsaw, 13th Commercial Division of the

Court of registration . .
National Court Register, Poland

KRS 0000059492
Industry Identification Number (REGON) 012216736
Tax Identification Number (NIP) 525-000-80-28
Principal place of business Poland

Polskie Goérnictwo Naftowe i Gazownictwo Spdtka Akcyjna is the Parent of the PGNiIG Group (the “PGNiG Group”, the “Group”).
The shares of PGNiG S.A. (“PGNiG”, the “Company”, the “Parent”) have been listed on the Warsaw Stock Exchange (WSE) since
September 2005.

As at the issue date of this interim report for the first half of 2021, the State Treasury, represented by the minister competent for state
assets, was the only shareholder holding 5% or more of total voting rights in the Company. For more information on the PGNiG S.A.
shareholding structure, see the Directors’ Report on the operations of PGNiG S.A. and the PGNiG Group in first half of 2021.

The PGNIG Group plays a key role in the Polish gas sector. It is responsible for national energy security, ensuring diversification
of gas supplies by developing domestic deposits and sourcing gas from abroad. The Group’s principal business comprises exploration
for and production of natural gas and crude oil, as well as import, storage, distribution and sale of gas and liquid fuels, as well as heat
and electricity generation and sale.

The PGNIiG Group is a market leader in many areas of its business. In Poland, the Group is the largest importer of gas fuel (mainly
from Russia and Germany), the main producer of natural gas from Polish deposits, and a significant producer of heat and electricity
in Poland. The Group’s upstream business is one of the key factors ensuring PGNiG’s competitive position on the Polish gas market.

For further information on the Group’s operating segments and consolidated entities, see Note 2.

1.2  Basis for preparation of the financial statements included in the report

The interim condensed consolidated financial statements of the PGNiG Group (the Consolidated Financial Statements)
and the interim condensed separate financial statements of PGNiG S.A. (the Separate Financial Statements) for the first half of 2021
have been prepared in accordance with International Accounting Standard 34 Interim Financial Reporting (IAS 34) as endorsed
by the European Union and the Regulation of the Minister of Finance on current and periodic information to be published by issuers
of securities and conditions for recognition as equivalent of information whose disclosure is required under the laws of a non-member
state, dated March 29th 2018 (consolidated text: Dz.U. of 2018, item 757).

These Consolidated Financial Statements and Separate Financial Statements have been prepared on the assumption that the Parent
and the Group will continue as going concerns in the foreseeable future. In view of the stable financial results and good liquidity
position, as at the date of execution of this interim report no circumstances were identified which would indicate any threat
to the Parent or the Group continuing as going concerns.

The Polish ztoty (PLN) is the functional currency of PGNIiG S.A. and the presentation currency of these consolidated financial
statements. The method of translation of items denominated in foreign currencies is presented in the full-year consolidated financial
statements for the year ended December 31st 2020, issued on March 25th 2021.

Unless otherwise stated, all amounts in this report are given in millions of Polish ztoty. Some totals may not equal the sum of individual
components due to rounding.

The issue date of this interim Report for the first half of 2021 is September 2nd 2021.
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& PGNiG

1.3  Applied accounting policies

The accounting policies applied in preparing the Consolidated Financial Statements and Separate Financial Statements were
consistent with the policies applied to prepare the consolidated financial statements for 2020.

1.4  Effect of new standards on the financial statements of the PGNiG Group

In these financial statements, the Group did not opt to early apply any standards, interpretations or amendments to the existing
standards which have been issued.

2. The Group and its reportable segments

The Group identifies five reportable segments.

Below is presented a classification of the Group's fully-consolidated entities by reportable segment.

Figure 1 Group structure by reportable segments (as at June 30th 2021)

& PGNiG

EXPLORATION TRADE DISTRIBUTION GENERATION OTHER
AND PRODUCTION AND STORAGE SEGMENTS
= PGNiG SA = PGNiG SA = Polska Spétka = PGNiG TERMIKA SA = PGNiG SA

{exploration and (trade and storage activities) Gazownictwa Sp. Z 0.0. {other activities)

production activities)

w Exalo Drilling SA

= PGNiG TERMIKA

Energetyka = PGNiG GAZOPROJEKT SA

Przemystowa SA
® GAZ sp.zo.0. 4 = Geovita SA w Warszawie

® Gas Storage Poland & PSG Inwestycje sp. z 0.0.

sp. Z 0.0.

= Oil Tech International — F.Z.E.
[United Arab Emirates]

= Exalo Drilling Ukraine LCC
[Ukraine]

8 7aklad Gospodarki

Mieszkaniowej sp. z 0.0.
= Exalo Diament sp. z 0.0.
= Geofizyka Torun SA

# PGNiG Upstream Norway AS
[Norway]
= PGNiG Upstream
North Africa BV.
[Netherlands]
*Libya

® GEOFIZYKA Krakow SA

ji {in liquidation) '

T
w likewvid

» PGNiG Obrot Detaliczny
sp. z 0.0.

= PGNiG Supply & Trading GmbH

[Germany]

= PST Europe Sales GmbH

[Germany]

s Xool GmbH

[Germany]

= PGNiG SERWIS sp. z 0.0.
= PGNiG TECHNOLOGIE SA

= Polski Gaz Towarzystwo
Ubezpieczen Wzajemnych

= PGNiG SA% direct subsidiaries
® PGNiG 5A% indirect subsidiaries

# Unconsolidated at the end of the period
[1 Country of registration (if other than Poland)
* Principal place of business (if other than country of reqistration}
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The reportable segments were identified based on the type of business conducted by the Group companies. The individual operating
segments were aggregated into reportable segments according to the aggregation criteria presented in the table below. The parent’s
Management Board is the chief operating decision maker (CODM).

Segment Description Operating segments and aggregation criteria
Exploration and The segment’s business focuses on extracting This reportable segment comprises the operating segments
Production hydrocarbons from deposits and preparing them of PGNIG S.A. (the exploration and production business)
for sale. It involves the process of exploration for as well as the Group companies specified in Figure 1.
and production of natural gas and crude oll, . L o
) . The key aggregation criteria were similarity of sold products
from geological surveys and geophysical research, ) . L .
o ) and services; similar characteristics of the production process
through to drilling, development of gas and oil L
] ) and of the customer base; and economic similarities (exposure
fields, and production of hydrocarbons. . ) )
to the same market risks, as reflected in the correlation
The segment sells natural gas to customers . )
) of results (margins) generated by the aggregated operating
outside the Group and to other segments
. . segments).
of the PGNIG Group. It also sells crude oil
and other products in Poland and abroad.
Trade The segment’s principal business activities aresale This reportable comprises the operating segments

of natural gas (imported, produced or purchased ofPGNIG S.A. related to the gas fuel and electricity trading

on gas exchanges), operation of underground gas business, as well as the Group companies specified in Figure 1.
storage facilities (Mogilno, Wierzchowice,
Kosakowo, Huséw, Brzeznica, Strachocina,
Swarzoéw and the storage system in Ukraine), and
electricity trading. The segment operates
underground gas storage facilities in Poland to

and Storage

The key aggregation criteria were similarity of products
and services, similarity of the customer base, and similar
economic characteristics.

== ensure Poland's energy security and to build a gas

portfolio that meets the market demand which is
subject to seasonal fluctuations.

Distribution The segment's principal business activity consists  This operating segment overlaps with the reportable
in distribution of natural gas via distribution Distribution, and comprises Polska Spotka
networks to retail, industrial and wholesale Gazownictwasp. z 0.0. and its subsidiaries specified in
customers, as well as operation, maintenance Figure 1.
(repairs) and expansion of gas distribution
networks.

Generation The segment’s principal business activities consist This reportable segment comprises the following operating

in generation and sale of electricity and heat. segments: PGNiG TERMIKA S.A. and its subsidiaries.

The key aggregation criteria were similarity of products and
services, similarity of the customer base, and similar economic

characteristics.
Other This segment comprises operations which cannot It includes PGNIG S.A.’s activities related to corporate support
segments be classified into any of the segments listed for other reportable segments, and the Group entities which
above, i.e. the functions performed by the PGNIiG  do not qualify to be included in the other reportable segments,
SOl Corporate Centre, engineering design and specified under Other Segments in Figure 1.
~ . construction of structures, machinery and
- - equipment for the extraction and energy sectors,
‘ — : as well as catering and hospitality and insurance
- services.
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2.1 Equity-accounted investees

In its consolidated financial statements, the Group as a partner in a joint venture or a major investor in a company recognises its
interest in a joint venture as an investment and accounts for the investment with the equity method.

The PGNIiG Group applies the equity method to account for the interests it holds in the following jointly-controlled entities or entities
over which it has significant influence:

Equity-accounted investees as at June 30th 2021

. Value of shares held by PGNiG Group's ownership interest
No. Company name Share capital . . Lo .
PGNiG (%, direct and indirect holdings)
1 Elektrocieptownia Stalowa Wola S.A. 28,200,000 14,100,000 50%"
2 SGT EUROPOL GAZ S.A. 80,000,000 38,400,000 51.18%>?
3 Polimex-Mostostal S.A. 473,237,604 78,000,048 16.48%%
4 Polska Grupa Gornicza S.A. 3,916,718,200 800,000,000 20.43%"

1) PGNiG’s interest held indirectly through PGNiG TERMIKA S.A.
2) PGNIG’s direct interest is 48.00%, with a 3.18% interest held indirectly through GAS-TRADING S.A.
3) PGNIG's interest held indirectly through PGNIiG Technologie S.A.
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(in PLN million, unless stated otherwise)

2.2 Key data on the reportable segments

6 months ended June 30th 2021 Ex.’a"r‘;&aﬁ'éia"oi"d T?iﬂfaZ’;d Distribution AT Other Segments Total ?:ﬁ;’g}f&':tgg’:j:’t';h Total

Sales to external customers 1,742 19,134 2,820 1,238 51 24,985

Inter-segment sales 2,049 325 48 448 226 3,096

Total revenue 3,791 19,459 2,868 1,686 277 28,081 (3,096) 24,985
EBITDA 2,754 272 1,553 633 34 5,246 (51) 5,195
Depreciation and amortisation expense (580) (110) (595) (460) (33) (1,778) - (1,778)
Operating profit (EBIT) 2,174 162 958 173 1 3,468 (51) 3,417
Recognition and reversal of impairment losses on property, plant and equipment, intangible assets, 140 1 2 ) @7) 116 : 116
rights-of-use assets

Profit/(loss) from equity-accounted investees (2) - - - 8 6 - 6
Acquisition of property, plant and equipment and intangible assets** 871 11 1,326 399 76 2,683 (39) 2,644
Property, plant and equipment 15,534 3,038 19,431 5,581 738 44,322 (324) 43,998
Employment*** 6,498 3,013 11,567 1,845 1,725 24,648

6 months ended June 30th 2020 T ngfa;r;d el Other Segments Total Reconcilation with Total

Sales to external customers 1,327 16,312 2,374 963 62 21,038

Inter-segment sales 794 125 39 514 179 1,651

Total revenue 2,121 16,437 2,413 1,477 241 22,689 (1,651) 21,038
EBITDA 243 7,555 1,176 533 (113) 9,394 (42) 9,352
Depreciation and amortisation expense (596) (112) (527) (432) (29) (1,696) - (1,696)
Operating profit (EBIT) (353) 7,443 649 101 (142) 7,698 (42) 7,656
Recognition and reversal of impairment losses on property, plant and equipment, intangible assets, (931) B ) R R (932) B (932)
rights-of-use assets

Profit/(loss) from equity-accounted investees (218) - - - 10 (208) - (208)
Acquisition of property, plant and equipment and intangible assets** 1,352 19 1,170 149 80 2,770 (51) 2,719
Property, plant and equipment 14,399 3,245 17,281 5,207 728 40,860 (272) 40,588
Employment*** 6,676 3,038 11,553 1,853 1,714 24,834

*Inter-company eliminations and consolidation adjustments
**Without intra-segment eliminations, including capitalised interest and increase due to new lease contracts.
***Excluding employees of equity-accounted investees.

Page 11 of 40 Free translation of the official Polish version



& PGNiG

2.3

Revenue by segment

PGNIG GROUP

INTERIM REPORT FOR THE SIX MONTHS ENDED JUNE 30TH 2021

(in PLN million, unless stated otherwise)

6 months ended

Exploration and

Trade and

Reconciliation with

June 30th 2021 Production Storage LI e D Other Segments consolidated data* Total
Revenue from sales of gas**, including: 2,412 17,656 - - - (2,189) 17,879
High-methane gas 1,568 17,320 - - - (1,692) 17,196
Nitrogen-rich gas 828 567 - - - (493) 902
LNG 16 97 - - - (5) 108
CNG - 32 - - - 1 33
Adjustment to gas sales due to
hedging transactions B 25y B B B B el
Other revenue**, including: 1,379 1,803 2,868 1,686 277 (907) 7,106
Gas and heat distribution - - 2,731 50 - (40) 2,741
Crude oil and natural gasoline 1,012 - - - - - 1,012
NGL 73 - - - - - 73
Sales of heat - - - 946 - - 946
Sales of electricity - 1,617 - 536 - (576) 1,577
Revenue from rendering of services:
- drilling and oilfield services 25 - - - - - 25
- geophysical and geological 97 _ R R _ _ 97
services
- construction and assembly
services 20 - - - 69 (68) 21
- connection charge - - 110 - - - 110
- other 14 136 20 67 198 (180) 255
Other** 138 50 7 87 10 (43) 249
Total revenue 3,791 19,459 2,868 1,686 277 (3,096) 24,985
6 months ended Exploration and Trade and e . Reconciliation with
June 30th 2020 Production Storage Distribution Generation Other Segments consolidated data* Total
Revenue from sales of gas**, including: 1,110 14,969 - - - (814) 15,265
High-methane gas 609 13,513 - - - (616) 13,506
Nitrogen-rich gas 491 413 - - - (195) 709
LNG 10 30 - - - 4) 36
CNG - 23 - - - 1 24
Adjustment to gas sales due to
hedging transactions B 990 B B B B 990
Other revenue**, including: 1,011 1,468 2,413 1,477 241 (837) 5,773
Gas and heat distribution - - 2,282 41 - (35) 2,288
Crude oil and natural gasoline 653 - - - - - 653
NGL 38 - - - - - 38
Sales of heat - - - 790 - - 790
Sales of electricity - 1,381 - 560 - (588) 1,353
Revenue from rendering of services:
- drilling and oilfield services 67 - - - - - 67
- geophysical and geological 50 : ) ) } : 50
services
- cor)structlon and assembly 24 _ R R 37 (24) 37
services
- connection charge - - 107 - - - 107
- other 16 70 18 8 190 (165) 137
Other** 163 17 6 78 14 (25) 253
Total revenue 2,121 16,437 2,413 1,477 241 (1,651) 21,038

*Inter-company eliminations and consolidation adjustments

** Starting from the consolidated financial statements for 2020, the Group changed the presentation of revenue from sales of propane-butane in the Exploration and

Production segment: sales of propane-butane were transferred from ‘Revenue from sales of natural gas’ (previously: ‘Revenue from sales of gas’) to ‘Other revenue’.

Therefore, the comparative data was restated by PLN 25m.
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3. Notes to the interim condensed consolidated financial statements

PGNIG GROUP

INTERIM REPORT FOR THE SIX MONTHS ENDED JUNE 30TH 2021

(in PLN million, unless stated otherwise)

3.1 Deferred tax

Deferred tax assets

Deferred tax liabilities

Set-off of assets

Assets after set-off

Liabilities

Net effect of changes

and liabilities after set-off in the period

As at January 1st 2020 1,075 3,426 (1,043) 32 2,383

Increase 254 245 - - - 9
Decrease (86) (278) - - - 192
Currency translation differences - 36 - - - (36)
As at December 31st 2020 1,243 3,429 (1,201) 42 2,228 165
As at January 1st 2021 1,243 3,429 (1,201) 42 2,228

Increase 490 715 - - - (225)
Decrease (77) (69) - - - (8)
Currency translation differences (1) 11 - - - (12)
As at June 30th 2021 1,655 4,086 (1,339) 316 2,747 (245)
3.2 Impairment losses/write-downs

Propert){, plant Intangible assets Assets held Equi-ty-accounted Other (non-current) Inventories Receivables Other (current) Total
and equipment for sale investees assets

As at January 1st 2020 4,144 75 5 1,064 62 456 828 1 6,635
Increase taken to profit or loss 2,068 18 - 291 1 28 200 2,610
Decrease taken to profit or loss (491) (7) - - (1) (378) (140) (2) (1,019)
Used (39) - - - - - (113) - (152)
Changes in the Group - - - - 64 2) (1) 38 99
Transfers 4 - (4) - 58 - (58) - -
Other changes 18 - - - 8) 4) 95 - 101
As at December 31st 2020 5,704 86 1 1,355 176 100 811 41 8,274
As at January 1st 2021 5,704 86 1 1,355 176 100 811 41 8,274
Increase taken to profit or loss 377 11 - 67 1 41 132 2 631
Decrease taken to profit or loss (919) (10) - (345) (1) (18) (105) (1) (1,399)
Used (46) - - - - - (9) - (55)
Transfers (3) - 3 - 4 - (4) - -
Other changes 8 - - - - 1 98 - 107
As at June 30th 2021 5,121 87 4 1,077 180 124 923 42 7,558
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G PGN'G INTERIM REPORT FOR THE SIX MONTHS ENDED JUNE 30TH 2021

(in PLN million, unless stated otherwise)
Impact of COVID-19 on impairment of non-financial assets and on expected credit losses on financial assets

Impairment of non-financial assets

Impairment losses on non-current assets are the result of an assessment of the recoverable amount of assets based on an analysis
of future cash flows, in particular based on current and projected paths of hydrocarbon prices on international markets. The first half
of 2021 was a period of major price increases across the fuel market. The price spikes observed in the crude oil market are strongly
linked to the global supply and demand landscape, which could have been driven by the expectation of a rapid global economic
recovery following the severe downturn in 2020 in the wake of the COVID-19 pandemic. The prices of natural gas and electricity were
strongly affected by growing prices of CO2 emission allowances and other energy products. Gas prices were additionally driven by
low gas volumes in storage facilities in Europe, changes in expectations concerning transmission capacity reservations, as well as
scheduled and unscheduled unit shutdowns.

Various market and deposit-related factors led to reversal of impairment losses on non-financial assets in the first half of 2021. The
Group points out that given the number and nature of factors with a bearing on the price levels in the first half of 2021 it is impossible
to classify the change in its entirety as being an effect of COVID-19 or to separate the effect of COVID-19 from the valuation of the
Company’s assets.

Trade and other receivables

The economic effects of COVID-19 are expected to affect the quality of the Group’s portfolio of financial assets and collectability of
trade and other receivables. The projected impact will vary depending on the sector of the economy in which the trading partners
operate. The models adopted by the Group use adjusted probability of default by trading partners based on market expectations
implied by prices of Credit Default Swaps (CDS).

In order to take into account the impact of future factors (including COVID-19) on the risk of the portfolio composed of individually
assessed trading partners, the Group has adjusted the probability of default based on prices of CDS instruments as at the reporting
date. The adjustment was differentiated according to the economic sectors and subsectors in which the trading partners operate and
depended on the partners’ ratings (both internal and third-party ratings).

In order to take into account the impact of future factors (including COVID-19) on the risk of the portfolio assessed using the matrix
method, the Group assumed an increase in the value of indicators reflecting the expected collectability of receivables in individual
aging groups. The increase was proportional to the increase in the market-expected probability of default (reflected in prices of CDS
contracts) for trading partners with a risk profile similar to the average risk of the portfolio, taking into account the economic sectors
of the Group’s key trading partners.

As at reporting date, the prices of CDS, based on which the Group adjusts the probability of default, were lower than at the end of
the fourth quarter of 2020. At the same time, the trading partners’ creditworthiness assessments were revised, which also affected
the expected probability of default. As a result, the adjustment to the expected credit loss due to the effect of future factors (including
COVID-19) was changed relative to the adjustments recognised at the end of the fourth quarter of 2020.

Based on analyses, as at June 30th 2021 the estimated effect of future factors (including COVID-19) on impairment losses on the
PGNIiG Group’s trade receivables was a decline of PLN 3m.
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3.3 Provisions

PGNIG GROUP

INTERIM REPORT FOR THE SIX MONTHS ENDED JUNE 30TH 2021

(in PLN million, unless stated otherwise)

3.3.1

Provision for decommissioning, restoration and environmental remediation costs

Provision for well

Provisions for
environmental

Provision for

decommissioning . landfill Total
liabilities .
costs reclamation
As at January 1st 2020 2,389 122 60 2,571
Recognised provision capitalised in cost of property, plant and equipment 706 - - 706
Recognised write-downs taken to profit or loss 83 10 6 99
Other increases — Extraction Facilities Decommissioning Fund 1 - - 1
Used (28) - - (28)
Write-down reversal taken to profit or loss (45) (16) - (61)
Exchange differences on translating foreign operations 23 - - 23
As at December 31st 2020 3,129 116 66 3,311
As at January 1st 2021 3,129 116 66 3,311
Recognised provision capitalised in cost of property, plant and equipment 14 58 - 72
Recognised write-downs taken to profit or loss 7 - - 7
Used (8) - - (8)
Write-down reversal taken to profit or loss (32) 3) - (35)
Exchange differences on translating foreign operations 5 - - 5
As at June 30th 2021 3,115 171 66 3,352
3.3.2 Other provisions
Provision for Provision for Provision for
certificates of liabilities claims
origin and X . Provision for under extra- -
associated with i Other provisions Total
energy N UOKIK fine  contractual use
. exploration work

efficiency abroad of land

certificates
As at January 1st 2020 216 177 6 21 405 825
Increase taken to profit or loss 243 - - 2 460 705
Decrease taken to profit or loss (11) - - (6) (358) (375)
Used (179) - - - (12) (191)
Changes in the Group - - - - 1) 1)

ther changes -

Other chang 6 2 1 44 39
As at December 31st 2020 275 175 6 18 450 924
As at January 1st 2021 275 175 6 18 450 924
Increase taken to profit or loss 158 - - 1 133 292
Decrease taken to profit or loss (8) - - (6) (90) (104)
Used (238) - (6) = ©) (249)
Other changes 3 2 - - 5 10
As at June 30th 2021 190 177 - 13 493 873
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3.4 Revenue by product

PGNIG GROUP
INTERIM REPORT FOR THE SIX MONTHS ENDED JUNE 30TH 2021

(in PLN million, unless stated otherwise)

The Group's revenue comes primarily from trade in high-methane and nitrogen-rich natural gas, distribution of gas and heat,

generation and sale of electricity and heat, as well as sale of produced crude oil.

The Group’s business includes services, such as storage of gas fuels, geophysical and geological services, gas service connection,
drilling and oilfield services, and other services. The Group companies also earn revenue from construction contracts.

The Group sells its products to both retail and business customers.

6 months 6 months
ended June ended June
30th 2021 30th 2020
Revenue from sales of gas, including: 17,879 15,265
High-methane gas 17,196 13,506
Nitrogen-rich gas 902 709
LNG 108 36
CNG 33 24
Adjustment to gas sales due to hedging transactions (360) 990
Other revenue, including: 7,106 5,773
Gas and heat distribution 2,741 2,288
Crude oil and natural gasoline 1,012 653
NGL 73 38
Sales of heat 946 790
Sales of electricity 1,577 1,353
Revenue from rendering of services:
- drilling and oilfield services 25 67
- geophysical and geological services 97 50
- construction and assembly services 21 37
- connection charge 110 107
- other 255 137
Other 249 253
Total revenue 24,985 21,038
3.5 Operating expenses (selected items)
6 months 6 months
ended June ended June
30th 2021 30th 2020
Cost of gas (14,566) (11,458)
Gas fuel (14,566) (11,458)
Effect of the annex executed with PAO Gazprom/O00O Gazprom Export on cost of gas in 2014-2019 - 4,915
Other raw materials and consumables used (1,901) (1,549)
Fuels for electricity and heat generation (526) (515)
Electricity for trading purposes (1,152) (808)
Other raw materials and consumables used (223) (226)
Employee benefits expense (1,651) (1,601)
Salaries and wages (1,200) (1,126)
Social security contributions (225) (233)
Long-term employee benefits (25) (76)
Other employee benefits expense (201) (166)
Other services (899) (859)
Regasification services (175) (195)
Repair and construction services (105) (93)
Mineral resources production services (132) (94)
Rental services (38) (50)
Other services (449) (427)
Recognition and reversal of impairment losses on property, plant and equipment and intangible assets 116 (932)
Cost of exploration and eva