i
e 7

N We Energize
Polish Rail

Corporate responsibility report
PKP Energetyka Capital Group

2020

Py
- ~ \

d

ODEACZNIKO-
---------
AAAAAAAAAAA

HHHHH

CAPITAL GROUP ™



Szczecin Q

Biatystok
Bydgoszcz

Warszawa

Poznan

Q LublinO

Wroctaw o o

Kielce
Czestochowa

Gliwice QQ

atowice

Q

Krakow

‘) PKP ENERGETYKA

N—" CAPITAL GROUP




S pe— Catendar

The power of change: 2020 at PKP Energetyka
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January March April June

On January 30, PKP Energetyka received the The appointment of the Work Safety The launch of the central maintenance We began our Safety Campaign - an
TOP EMPLOYER certificate for the second Crisis Team. Reorganization of the train failure report system, which positively initiative promoting the 12 Life-Saving
timeinarow. company and preparation to fight influences the responsiveness of service teams. Principles enforced at our company.

the COVID-19 pandemic. According to the Rzeczpospolita daily,

the energy and fuel sectors are
the most important ones in Poland.

As part of the #AlwaysAtWork campaign, PKP
Energetyka’s field employees, who ensure
supply continuity and accident-free rail traffic,
filmed short videos about their work during
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We were named one of the 12 key
2 > the pandemic. Joined by many other companies, energy companies.
A @ the campaign showed how important and
difficult the work of power engineers and
February railwaymen is in these challenging times. May
The start of operationalization of The commencement of the third edition of the Grantspoteczni
Strategy 2030 in cooperation with program, which provides financial support to projects aimed at the
our employees. improvement of the environment and reduction of CO, emissions.
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December

PKP Energetyka established its own Foundation -
“Dobra Energia” (Good Energy), the mission of which
is to prevent digital exclusion of children and young
people, support implementation of innovative ideas,
and co-finance initiatives in the field of ecology and
environmental protection. The first donors included

the CVC Fund, its representatives, and PKP Energetyka’s
employees. The collected resources were donated

to the program aimed at delivering new computers

for distance learning to the children of PKP Energetyka’s
employees.

October

PKP Cargo and PKP Energetyka signed a letter
of intent, confirming the commencement of their
cooperation in terms of creating the most efficient
and innovative solutions that will allow PKP Cargo
to use renewable electricity.

July

We joined the Global Compact Network Poland
“Equal Opportunities in Business” program.
The main goal of the initiative is to ensure
workplace equality between men and women.

“\llIIIIIIIIIIIIIIIIIIIIl

September
We continue to run our Power System
Modernization Program - MUZa, which
encompasses execution of connections and
modernization of over 200 facilities by 2030.

L
August

The Polish team attending the 20th UN Global

November The project cost amounts to PLN 3 bn. Compact Leaders Summit was joined by our
We established the Green Railway Department - a new Pillar of Strategy For the first time, the meeting of the TOP400 CEO, Wojciech Orzech, who talked about the
2030 - the objective of which is, above all, to execute managers took place in a digital format. This time, effective measures taken during the pandemic,
the Green Railway program, as well as to invest in renewable besides managers, the meeting was attended by the and the need for partnership and reaching zero
energy sources and increase the supply of renewable energy. employees who support internal communication emissions in the railway sector, as the Polish

A sustainability audit of the Capital Group was successfully of PKP Energetyka’s strategy. During the meeting, and global economy is on the road to recovery.
conducted by EcoVadis, an agency assessing organizations Strategy 2030 was presented. We donated 150 complete computer sets
across the world. Our company received a silver medal. to the PKP Group Foundation.
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Wojciech Orzech
CEO of PKP Energetyka

2020 was a tough year for everyone.
How did the pandemic influence PKP Energetyka?

When faced with the outbreak of the pandemic, PKP Ener-
getyka focused mainly on two areas, and that basically
did not change throughout 2020. The first area was safety
- we knew that we had to do everything in our power to
ensure maximally safe working conditions for our em-
ployees in the light of an epidemiological threat. People
who were able to perform their responsibilities remotely
were sent to work at home, while our IT services ensured
full compliance with necessary cybersecurity measures.
However, remote work was not an option for most of our
staff, who worked in the field - it is not possible to fix a
broken traction line or modernize another system sub-
station remotely. At PKP Energetyka, we know a lot abo-
ut electricity but - at least 12 months ago - we did not
know much about protection against diseases. Therefore,
from day one, we had been listening to experts - doctors
and virologists. Not only did we follow all governmental
recommendations, but also implemented our own solu-
tions developed in cooperation with specialists.

Safety was, and still is, our priority, but we also knew - and
that is the second element | mentioned at the beginning -
that despite the pandemic, trains had to continue running
across Poland to enable transportation of people and go-
ods. We introduced truly unique solutions, including pro-
viding housing conditions at the workplace for our dispa-
tchers, to make sure that COVID-19 would not bring rail
traffic in Poland to a halt. Today, | can proudly say that we
succeeded at that.

I would like to use this opportunity to express my deepest
appreciation and gratitude to every single person working
at PKP Energetyka. | am convinced that | can say thank you
not only on my own behalf, but also on behalf of every pas-
senger who reached their destination in 2020 safely and on
time, using Polish railway.

And what was going on in the company
besides the pandemic?
Was there space for any other activities?

| am extremely proud of the fact that we did not stop
halfway and lose this year due to COVID-19. Throughout
2020, we continued working on our plans for the future.
We developed our Busines Strategy 2030 and the com-
plementing Sustainable Development Strategy. Strategy
2030 is a document specifying our strategic activities for
the next decade. Its development involved over 200 key
managers and employees at all levels of the company. The
pillars of the new strategy are More Power, More Quality,
Greener and More Employee Engagement.

In 2020, we also continued our biggest investment project,
the Power System Modernization Program - MUZa. What
we need to keep in mind is the specific nature of our busi-
ness activity. When modernizing the power system of the
rail catenary, simply meeting the needs of our customers
is not enough - we have to predict them thinking a few de-
cades ahead. When it comes to the railway energy industry,
we cannot supply electricity “just for a while”, and then qu-
ickly add more power, when needed.

Today, | can say that our decisions - in terms of both the
coronavirus and other areas - were met with approval of
the team. We reached a record-breaking employee engage-
ment rate of 71%, thus earning a spot among the top 25%
of companies in Poland.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group

You have mentioned the Sustainable Development Stra-
tegy. What does it encompass?

The new ESG Strategy includes our commitments towards
the employees, railway industry, local communities and
environment. We have defined ambitious goals within
every one of those areas as well as initiatives designed to
support their execution. They are combined with indica-
tors that enable monitoring progress, introducing neces-
sary changes and reporting. | strongly believe that by im-
plementing the Strategy, which is in line with the highest
international market standards, we will be able to build a
modern, safe, socially responsible and environmentally
friendly company. The Strategy prepares our company for
regulatory and systemic changes to be introduced over the
next decade.

This document is coherent with our Business Strategy 2030,
and its implementation requires coordination and coope-
ration between different departments within the company.
| have no doubts that PKP Energetyka is organizationally
prepared for this task. Even more so, since the work on the
documentinvolved so many people - from operational em-
ployees to board members.

And what has changed compared to the previous strate-
gy, which was described in the company’s 2019 report?

There was no revolution, especially since | rate our previo-
us strategy highly. However, it was necessary to adjust the
directions of our activities to the company’s 2030 vision and
- above all - to the increasing awareness of climate change
and the resulting expectations of our stakeholders. We are
standing on the verge of a green revolution in Europe, and
we want to bring it to the railway power industry as well,
hence our new strategy puts more emphasis on environ-
mental issues. We thoroughly explored different ecological
concerns, strengthened our team dedicated to that area of
our operations, and re-evaluated our company’s impact on
the environment. As a result, we have set ambitious goals
regarding decarbonization, reduction of natural resource
consumption and biodiversity protection, which we will
consistently pursue over the next 10 years.

Our 2020 report clearly shows how much work and effort
we put into improving our organization, as there are new
indicators, new reporting areas and better methodologies

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group
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in place. We want to measure our environmental footprint
even more precisely - we aim to look into the future, inste-
ad of just rigidly describing 2020.

| believe that it is worth mentioning here that our commit-
ments constitute a response to the goals of the United Na-
tions Global Compact. We have been a part of the world’s
largest initiative uniting business oriented at sustainable
development in the field of human rights, labour stan-
dards, environmental protection and anti-corruption for
four years.

I am proud of the fact that we did
not stop halfway and lose this

year due to COVID-19. Throughout
2020, we continued working on our
plans for the future. We developed
our Busines Strategy 2030 and

the complementing Sustainable
Development Strategy.

- summary of 2020 at PKP Energetyka
with Wojciech Orzech, CEO.

[#T-20T 149]
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Polish nation-wide distribution network owned by PKP Energetyka

[2-20T 149)]

Our corporate
responsibility

X 21,500 km 7 4 TWh > e

of power lines of energy supplied per year

fuel stations

¥ PKP Energetyka is an infrastructure company operating at We have been operatingin the current form since 2001, and
i the junction of the railway and energy markets. We have in 2015 we became a part of one the world’s biggest invest-
§ 21,500 km of power lines spreading across Poland. It is ment funds - CVC Capital Partners, which operates across
g our job to ensure reliability and quality of energy supply to dozens of countries in Europe, North America and Asia. g _ Q 6 21
< the nation-wide rail transport system - it is largely our res- We run our business in a highly regulated area - controlled —C Sopot other’electrical
ii ponsibility that the daily travels of millions of passengers by the Energy Regulatory Office and the Office of Railway 1 8 substations
§ and hundreds of thousands of tonnes of goods are safe and Transport. flegt S ehicles
g punctual. We deliver energy through over 600,000 different Q Q
é facilities. an.d system elem.ents scat.tered along therailways. Szczecin Biatystok
The entire infrastructure is supervised by 4,300 employees Bydgoszcz Q a
of PKP Energetyka working at over 100 locations across the E=

. Warszawa
country. Our headquarters are based in Warsaw.
Poznan

000
22->5 t%rtsformers

central control Q
rooms Q Lublin

g Business areas of PKP Energetyka Capital Group Wroctaw Q Q
I} Kielce
Czestochowa
Distribution Sales, Fuels, Services Gliwice
and Operation Green Railway Katowic
0 Q
‘ l\intenance trains Krakéw 6
l dispatch
centres
~ N

~—
. 50,000 14 7 bn
~__ smart energy meters traction substations worth MUZa program
I |
Electricity Electricity transmission National _ Railway e
generation and distribution carriers infrastructure e

| | 600000 © 4,300

facilities and system elements N employees

Environment and Stakeholders
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Our values and DNA helped us define the Pillars of Strategy 2030,

Stl"ategy 2030 which encompass specific objectives, plans and tools.

2020 marked the introduction of Strategy 2030 - a docu-

ment that outlines the directions of our development for Distribution Infrastructure Operational
the next 10 years. We will strive to strengthen PKP Energe- Development . . Excellence
tyka’s market position, while continuously increasing the 1* Pillar 2" Pillar
competitiveness of the entire railway sector.
The new strategy did not affect the values which have been

2030

defining our culture for years. They remain as follows:

[GRI 102-16]

Strategy

3" Pillar 4* Pillar
. .. Polish Green Railway Responsible Company
Quality Safety Engagement Efficiency
\ 4 A\ 4 v v

We strive to make our Our goal is to We are proud of the We operate

customers see us as a ensure accident-free results of our work economically
company with the highest operation in a safe and continue to give to achieve
quality standards. workplace. our best. our goals.

Our values, company DNA and Pillars of Strategy 2030 in- The adopted standard for operationalizing
These values are embedded in the DNA of our company: spired us to define our mission: “We Energize Polish Rail”.  Strategy 2030 includes:

We intent to drive the industry forward, while taking care
of the environment, implementing cutting-edge techno-
logies, and integrating existing and future solutions. We 1 Preparation of Balanced Scorecards.

We are a nationwide infrastructure com pany. strive to uphold the sector’s reputation, by promoting best
We operate on existing regulated markets energy conservation practices, among other things.
at thejunCtion of the energy and rail'way sectors. Our Strategy 2030 constitutes a precise action plan deve- 2 Drawilng up shor.t-term plans
Our development is based on low-risk investments. loped with the support of international experts, based on of actions to be implemented.
Predictable long_term non-speculative margin so-called Scorecards. We specified exactly where we want
based on lO;'l -term co;‘ltracts is essential to us to beinayear, 5and 10 years within the scope of every pil-
g_ i ' lar. Our progress in terms of every strategic initiative will 3 Supporting employees in maintaining
Our strength lies in the engagement of our employees be regularly evaluated. the implemented standard.

and transparency of our business operations.

We have developed the document together with our em-
ployees. The process has taken almost 12 months and 4
involved nearly 200 employees and managers. Together we

Regular operational meetings.

have completed 78 workshops and webinars.
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15t Pillar - Distribution Infrastructure Development

1st Pillar

Programs Initiatives

Our commitments:

Our projects are being
implemented at the pace
of railway development
(passenger number growth,
traveling speeds and increased
power supply from RES).

We are implementing further IT
and technology systems, reducing
the number of power outages
to the European average.

Asignificant increase in
distribution customer service
quality evident in satisfaction

survey results.

We have modernized 60%
of our assets. We provide power
supply for the railway traction
in full compliance with the needs
of the Polish railway in every
power supply system required.

The demand for rail transportation of both goods and, abo-
ve all, passengers will undoubtedly continue to increase.
Even though Poles begin to increasingly appreciate the
comfort and reliability of train connections, at the same
time they expect the trains to run not only faster and more
frequently, but also more environmentally friendly. Me-
eting those needs is a challenge particularly for our organi-
zation as well as the entire railway industry.

At PKP Energetyka, we understand the need of change,
and we are ready for it. We want the 2020-2030 decade to
go down in Poland’s recent history as the period of major
investments in the rail infrastructure. According to Strategy

14

2030, we will invest in the distribution assets and continue
execution of the biggest investment program in the compa-
ny’s history - MUZa, the goal of which is to strengthen the
power supply and thus expand the network of high-speed
rail connections across the country.

The key value for the 1st Pillar of our strategy is quality un-
derstood as operational diligence ensuring the sustainabili-
ty of assets and customer satisfaction. One of the objectives
of Strategy 2030 is to introduce a Total Cost of Ownership
(TCO) culture, by installing better and more reliable equip-
ment. In the long run, it will allow us to reduce the total cost
of its repair and upgrades.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group
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Distribution Infrastructure Development - programs

ﬂ. The customer
at the centre of
our activities

Customer service focused
on their needs.

> Developing appropriate customer service standards.

> Building a customer-oriented team that cares for the
communication with the customer at every stage
of cooperation.

> Introduction of customer satisfaction metrics.

2 Continuous
improvement in the
quality of electri-
city distribution to
support operational
effectiveness

Continuation of the quality impro-
vement works started 5 years ago.

> Leveraging information gained thanks to the metering
systems and tools implemented during the previous
strategy period, which are designed for precise, appropriate
planning-based investments in reliable infrastructure.

3 Implementation
of the 25 kV power
supply system
as scheduled and
in line with the
railway needs

PKP Energetyka as the

most suitable partner in the
implementation of power supply
projects in the 25 kV system and,
above all, as the common and
only distribution network
operator for all electrified
railway lines.

> Building appropriate competencies: preparing
dispatchers for controlling such infrastructure and
the maintenance team for servicing the new catenary.

> Developing standards and ensuring that design

solutions come with the necessary certificates,
approvals and attestations.

Execution of the
MUZa program

Completion of the connections
envisaged for the MUZa Il

and MUZa Il projects within
the assumed time limit

and budget.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group

> Introducing standardization and unification
in the asset expansion process.

> Use of proven technology solutions ensuring
reduction of the total project costs.

15
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Operational Excellence - programs

2" Pillar - Operational Excellence

l Programs | Initiatives

Optimization of operating costs. > Introduction of technical equipment and technology standards.

1 Quality and
efficiency
in operation

and maintenance

>QOptimizing the use of tools and machinery as well as business
processes, including the sale of unnecessary materials,
e.g. cable and wire offcuts left after construction contracts.
>More efficient use of the company's core resources,
e.g. through energy and water conservation and better
packaging management.

2 Quality and

efficiency of

Improving the effectiveness of
support processes.

>Implementing a Service Level Agreement for selected activities.
>Standardization of logistics for construction projects.

su pport areas >Improving our approach to customers - increasing service
quality, including speeding up selected processes and
. increasing administration back-office automation.
Where we want to be:
Digita[ization Fully digitalized customer >Convincing our key customers to communicate

and automation

service (elimination

of paper documentation).
Simplifying internal
procedures.

and exchange documentation using new technologies
(e.g. electronic data interchange).

>Digitalization and automation of purchasing processes.

>Reducing the number of paper documents

Strong position in terms
of catenary maintenance.

100% digitalization of support
systems. Automation of key
processes (drone nests for aerial
inspections, intelligentimage

Catenary and distribution
network maintenance based on
failure prediction. World-class
operational excellence.

in circulation, including printouts.

recognition, etc.).

Efficiency is the key word in case of the second pillar of our
Strategy 2030. We want to make quite a substantial invest-
ment in the Polish railway, making sure that our capital
expenditures can best serve our customers, partners and
employees. We assume strict cost discipline: we will elimi-
nate redundant operations and reduce costs that are not
necessary. We will invest in technologies that will automate
part of our work and accelerate execution of tasks. The time
saved can be devoted to our customers.

Since part of our business has already been largely moder-
nized, Strategy 2030 will include reviewing the efficiency of
the implemented systems. We want to be sure that we are
using them to their full potential.
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Continuous impro-
vement culture

Delivering
innovative,
customer-oriented
solutions

Operational
excellence during
the performance
of maintenance
contract

Improving work culture.

Focusing activities on solving
customer problems instead

of spending time on unnecessary
documentation.

Reducing the number of failures.
Continuing cost optimization.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group

>Covering the entire organization with the Kaizen program.

>Making an awareness change - each of us creates the culture
of PKP Energetyka (from taking care of one's own
workstation and the area around our traction substations
and sectioning points to the representation of the
company e.g. before external stakeholders).

>Developing the Research & Development Office.

>Increasing the exchange of information with the customer
through modern communication channels (rather than on paper):
implementation of electronic certificates, e-invoices,
and development of two-way communication tools,
such as the PKPE24 applications.

>Implementing new technologies as an opportunity t
o both deliver new quality and optimize costs.

>25,000 km of catenary track kilometres - a system in which
we want to develop new values and solutions benefiting
the entire railway sector (value-added services are
complementary to our core business).

17
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3" Pillar: Polish Green Railway

Our corporate responsibility Chapter o1

Polish Green Railway - programs

3 Pillar

Programs Initiatives

Where We Want to Be:

PKP Energetyka is recognized
as a leader in promoting energy
efficiency of the railway.

The 3rd Pillar of Strategy 2030 reflects our belief that we sho-
uld be done talking about ecology - it is hight time we started
acting and introducing major changes. To make sure that 85%
of Polish trains are powered by clean green energy, changes
must be implemented not only at PKP Energetyka, but also
across the entire rail industry. The Polish Green Railway re-
presents our ambition to put rail transport at the forefront of
using Renewable Energy Sources. We have no doubts that in
the light of progressing climate change, trains will become the
preferred means of transportation.

Change starts with ourselves. PKP Energetyka will

strive to reduce CO, emissions coming from the com-
pany's operations down to zero (so-called “net zero”).

For starters, we will equip all of our traction substations with
solar panels, creating a zero-emission and self-sufficient infra-
structure. In this way, we want to demonstrate the benefits of
green solutions and ways to implement them effectively.

18

Polish railway powered by clean
energy in 50%. PKP Energetyka's
readiness to use technologies
based on hydrogen and energy
storage facilities.

PKP Energetyka is a net zero
company - neutral in terms of CO,
emissions. Polish railway relies 85%
on energy coming from RES. "Green
ticket" is common in the railway.

Best practice

The average annual reduction of emissions by approx.
800,000 tonnes of CO, achieved thanks to the program is an
equivalent of almost 34,000 hectares of forests absorbing
carbon dioxide, i.e. an area 3 times the size of the Biatow-
ieza National Park.

Planned CO, emission reduction per year
(in millions of tonnes)

[S-G0€ 149]

1.39
0.96 1.05 1.14 1.22

0.58 0.77
0.36
0.06 0.15 I
-_— B

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
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Reducing the carbon

Zero-emission
footprint of PKP Energetyka.

PKP Energetyka

Being active as part of the

CEEK initiative, which provides a
platform for sharing knowledge
and achieving energy saving goals
in the railway sector.

2 Railway energy
efficiency (CEEK)

Reducing the railway's

Zero emission of
carbon footprint.

railway companies

Changing the profile of the

energy flowing into the distribution
network of PKP Energetyka:

by 2030, the energy obtained from
RES will amount to 85%.

éﬂ' Changing the
railway energy
mix using energy
from RES

Defining the role and strategy
of PKP Energetyka in generating
green energy, e.g. by investing
in solar systems and wind farms.

5 RES investment
(strategic option)

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group

> Developing a plan for a zero-emission and energy-efficient
company.

> Measuring the effectiveness of our actions (e.g. carbon
footprint per employee or carbon footprint calculated
as the sum of emissions from e.g. electricity consumption
for internal needs and emission from fuel consumption
for heating purposes).

> Acting as a competence base for CEEK,
actively sharing our resources.

> Inspiring others to adopt energy-efficient solutions
(e.g. eco-driving, energy recuperation).

> Drawing on the experience of others to enhance
the ultimate effect of increasing railway energy efficiency.

> PKP Energetyka as an ambassador of good practices
in the area of building the Polish Green Railway.

> Offering recommendations for the railway sector,
including educating and inspiring other companies which
operate in the sector (the expected outcome is the green
railway added also to the strategies of other companies).

> Measuring the effects (carbon footprint reduction)
across the sector using international standards.

> Acting as an integrator and supplier of green energy.

> Creating the Polish Green Railway investment program
for investors building RES.

> Creating an image and communications policy for the
whole railway, including the use of our advantage
over other modes of transport (the railway is already
aelectrified and low-car-bon in over 60%, unlike e.g.
the automotive industry).

> Preparation of a business case for the project
(primarily in terms of the risks of this type of
projects and the DNA of our company).

19
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4th Pillar: Responsible Company

4" Pillar

Specialised and technical
training system implemented
based on the knowledge and
expertise of internal trainers.

PKP Energetyka’s success depends on the competence of
its employees. We want our people to gain experience at
PKP Energetyka and link their professional plans with the
company for years or even decades to come. We will launch
programs aimed at building a friendly workplace and pro-
jects ensuring knowledge exchange between different te-

ams within the organization.

Initiatives

PKP Energetyka
is an accident-
free workplace.

Best employer in the industry
as rated by employees
and job candidates.

We continue to adopt a no-compromise approach to safety.
We want to execute our Mission ZERO, the goal of which is
to create an accident-free work environment. We will fur-
ther expand all activities leading us in that direction, inclu-
ding 5 programs addressing the improvement of safety and
additionally 2 programs related to the engagement of our
employees and building a socially responsible company.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group

Mission ZERO
- Leadership

Our corporate responsibility Chapter o1

Responsible Company - programs

Building a credible team of leaders
who care for open communication
and occupational safety of their
teams.

Embedding the idea that every
leader is responsible for the

safety of his or her employees and
inspires them to change incorrect
attitudes and habits.

> Incentive and training programs.

2 Mission ZERO
- Risk
management

Reducing serious accidents

to zero by 2025.

Changing the habits of employees
- ees at all levels.

> Showing employees that accidents do not have to be an inherent
part of working in our industry (the "12 Life-Saving Principles"
campaign).

> Establishing a system for managing safety data and feedback
from employees. It is sup-posed to encourage them to report
unsafe situations (the "Reporting HSE observations" initiative).

3 Mission ZERO
- Systems

Reducing the number
of hazardous situations.

> Changing our work routine in terms of working standards
based on good practices.

> Introducing easy-to-implement and easy-to-read standards
of work performance covering repetitive activities and tasks.

éﬂ' Mission ZERO
- People

Directly guaranteeing safety
to our employees.

Reducing the number

of incidents in railway traffic.

> Changing our work routine in terms of working standards
based on good practices.

> Creation and implementation of an educational system in the field
of occupational safety and environmental protection (e.g. "PKPE
Academy").

> Emphasizing the role of each employee in developing safety in the
entire organization (programs such as: "Health Care Prevention,"
"Promoting Safety Leaders", or the "Breaking out of a Routine"
campaign).

5 Mission ZERO -

Safe machinery,

facilities and
workplaces

Risk mitigation in our workplaces.

Ensuring security of supplies,
goods and people.

> Emphasizing seemingly insignificant activities that affect
our day-to-day safety.

> Paying attention to safety issues in the context
of the company's infrastructure.

@ Sustainable
development
strategy

Building a socially
responsible company.

> Creating a reputation as a reliable and trustworthy business
by taking care of relations with external partners.

> Increasing the attractiveness of PKP Energetyka as a target
employer (including cooperation with schools and universities,
remuneration based on market data analysis).

> Minimizing or, where possible, reducing PKP Energetyka's negative
impact on the environment (e.g. analysing the carbon footprint, water
footprint, waste sorting level, reduction of waste on a per type basis).

7 Building and
developing the
Winning Team

Growing competences inside
the organization.

Preventing a generation gap.

Increasing employee engagement.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group

> Talent search ("Winning Team Talent Development Program").

> Providing tools necessary to acquire hard and soft skills
("Foreman Development") and improving the quality of daily
work ("Interactive Communication with Employees").

> Motivating our experienced employees to share their
knowledge with younger colleagues.
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Sustainable
development

Strategy 2030 indicates where PKP Energetyka wants to go
over the next 10 years. Complementing our development
goals, our coherent Sustainable Development Strategy spe-
cifies how we are going to get there.

The Sustainable Development Strategy addresses 19 most
important issues relevant to our stakeholders and considers
our economic, environmental and social impact. These issues
have been identified based on the analysis of results from
stakeholder panels conducted between 2018 and 2019, inter-
views within our organization, an industry analysis and guide-
lines provided by the international GRI / SASB standards.

These 19 ESG priorities were integrated into 16 groups of
initiatives. They will be executed by the Sustainable Deve-
lopment Committee composed of people responsible for
particular areas and their teams.

[GRI 102-44, GRI 102-46, GRI 102-47, GRI 102-19 GRI 103-1, 103-2, 103-3]

PKP Energetyka is a signatory of the United Nations
Global Compact - we are proud to be part of the world’s
largest initiative uniting business oriented at sustainable
developmentin thefield of humanrights, labour standards,
environmental protection and anti-corruption. We believe
that the Global Compact is the best place to jointly confront
modern world problems in the key areas.

Our ESG strategy is in line with the execution of the UN
Sustainable Development Goals.

Issues important for stakeholders.

Ethics & anti-corruption
Transparency

High Interest

Coperation with
education institutions

Philanthropy

Efficient resource

Employee OHS

Employee

engagement Good risk

management system

Infrastructure
Cybersecurity resilience

Stakeholder
engagement

3 management
g
o . . .
- . Diverse and inclusive Reduction
3 Deforestation workplace of GHG emissions
2
< Brand
[ ey
» recognition Waste management
Biodiversity
Noi trol Sustainable
oise contro ;

% supply chain
]
£

Priority PKP Energetyka's Impact on Economy, Environment, Society Top priority
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We support the UN Sustainable Development Goals

DECENT WORK AND

el  Promote sustained, inclusive and sustainable economic growth, full and
ﬁ/i productive employment and decent work for all

8.2 Achieve higher levels of economic productivity through diversification, technological upgrading and innovation,
including through a focus on high-value added and labour-intensive sectors.

8.3 Promote development-oriented policies that support productive activities, decent job creation, entrepreneurship, creativity and innovation, and
encourage the formalization and growth of micro-, small- and medium-sized enterprises, including through access to financial services.

8.4 Improve progressively, through 2030, global resource efficiency in consumption and production and endeavour to decouple economic growth
from environmental degradation, in accordance with the 10-year framework of programmes on sustainable consumption and production, with
developed countries taking the lead.

8.8 Protect labour rights and promote safe and secure working environments for all workers, including migrant workers,
in particular women migrants, and those in precarious employment.

e Build resilient infrastructure, promote inclusive
and sustainable industrialization and foster innovation

9.1 Develop quality, reliable, sustainable and resilient infrastructure, including regional and transborder infrastructure,
to support economic development and human well-being, with a focus on affordable and equitable access for all.

9.4 By 2030, upgrade infrastructure and retrofit industries to make them sustainable, with increased resource-use efficiency and greater adoption
of clean and environmentally sound technologies and industrial processes, with all countries taking action in accordance with their respective
capabilities.

12.6 Encourage companies, especially large and transnational companies, to adopt sustainable practices
and to integrate sustainability information into their reporting cycle.

Take urgent action to combat
climate change and its impacts

13.1 Strengthen resilience and adaptive capacity to climate-related hazards and natural disasters in all countries.

13.3 Improve education, awareness-raising and human and institutional capacity on climate change mitigation,
adaptation, impact reduction and early warning.

Strengthen the means of implementation and revitalize
the global partnership for sustainable development

17.16 Enhance the global partnership for sustainable development, complemented by multi-stakeholder partnerships that mobilize and share know-
ledge, expertise, technology and financial resources, to support the achievement of the sustainable development goals in all countries, in parti-
cular developing countries.

17.17 Encourage and promote effective public, public-private and civil society partnerships, building on the experience and resourcing strategies of
partnerships Data, monitoring and accountability.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group 23
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Key sustainability strategy areas and our ambitions

Ensure safe, friendly and inclusive workplace

Priority Our ambitions and goals 2030 Key indicators

Employee 0 life-threating accidents. LITF, number of injuries, number of near misses (for PKP E employ-
Health & Safety ees and contractors); accidents per type; % of removed thr.
Employee Employee engagement rate (independent survey) Employee engagement rate, average score in best employers cat-
Engagement - in the best employers zone. egory - 2025; % of competency matrix realised, % internal recruit-

ment, rotation, absence, % of succession on managerial positions.

Diverse & Inclusive Twice as many women in top executive positions; in Number and proportion of male and female employees per cate-
Workplace the rest of the categories - double the number of fe- gory and per age group.
male employees as a reflection of market availability;
percentage increase y/y.
Philanthropy Percentage of initiatives in line with PKP E Sustainability Number of beneficiaries per initiative; quantitative metrics for
Strategy Areas and Priorities; number of beneficiaries. environment-related goals (reduction of CO,)

We power the energy transition

Priority Our ambitions and goals 2030 Key indicators

Reduction PKP Energetyka carbon neutral in Scope 1, 2 Carbon footprint/EBIDTA; energy for own use - % of renewables;
of GHG Emissions and 3 downstream by 2030. carbon footprint/MWh sold.

Reduction of GHG Energy efficiency y/y improvement and percantage of Percentage of renewables in the energy mix sold to Clients, saved

Emissions - Upstream  energy from traditional sources saved per year. energy from traditional sources, CO_e; carbon footprint/MWh sold

Decarbonization 85% of renewable energy in the railway Percentage of renewables per traction network, saved energy from
of Polish Railways system mix by 2030. traditional sources, CO,e.

We are a reliable partner

@.

Priority Our ambitions and goals 2030 Key indicators

Infrastructure Improvement by 2% y/y. SAIDI, NPS, CSAT, CS Index, EBITDA/Tariff; tariff effectiveness.
Resilience

Efficient Resource 100% of asbestos removed from the organization; Business Water Index, Air Quality Indexes, LULUCF level, LCA of
Management detailed goals for water policy related to biodiversity key resources, asbestos removal index, area of land affected by

and waste management will be defined in 2021. the organisation's impact on biodiversity.

Mission ZERO - Zero accidents as a result of the lack of approval or Failure reporting; percentage of up-to-date documentation
Machinery & System malfunction of machinery and technical devices. annually.

Stakeholder At least 1 stakeholder panel per year. Number of meetings/panels; conferences; reports issued; key
Engagement meetings.
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We create a sustainable supply chain

@.

Priority Our ambitions and goals 2030 Key indicators

Ethics & Anit- 100% suppliers accepted suppliers code of conduct Number of suppliers trained in issues related to ethics and anti-cor-
Corruption Training (Groups A, B). ruption policy, Number of reports of irregularities, Percentage of
accepted codes of conduct among suppliers.

Sustainable 100% suppliers in-line with sustainable purchases Percentage of contracts containing provisions relating to social

Supply Chain polices in group A and 80% of suppliers in group B. and environmental responsibility; level of implementation of the
supplier screening program in terms of social responsibility; num-
ber of training courses for suppliers; number of audits performed
at suppliers; number of purchasing practices implemented in line
with environmental objectives.

We create a resilient company

@.

Priority Our ambitions and goals 2030 Key indicators
Cybersecurity Full digitization of key business areas, risk / FTE Defined per project.
ratio <6%.
Transparency A-level company in benchmarks and ESG rankings. Number of initiatives and quality of reporting.
ERM Stable EBIDTA increase. Defined on project-basis.
Corporate Responsibility Report 2020 - PKP Energetyka Capital Group 25
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[GRI 102-18]

Our structure and
supervision over
sustainability matters

Our company is owned by the CVC Capital Partners invest-
ment fund. Itis one of the largest international investment
funds which invests in accordance with the UN Principles
for Responsible Investment. Therefore, it pays attention
to financial results as well as environmental and social
standards.

The Supervisory Board oversees the Management Board
of PKP Energetyka. It consists of the representatives of CVC
Capital Partners and other social partners. The Superviso-
ry Board has refrained from appointing any committees or
other internal bodies. Additional control is provided at the
level of the parent company of PKP Energetyka - PKPE Hol-
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ding, where the Supervisory Board is comprised of the re-
presentatives of CVC Capital Partners. Any major decisions
and activities of the Management Board of PKP Energetyka
require CVC’s prior consent.

The chairman of PKP Energetyka’s Supervisory Board is
Krzysztof Krawczyk, representing CVC Capital Partners. The
chairman of PKPE Holding’s Supervisory Board is Tuomo
Hatakka, representing CVC Capital Partners.

The entire Management Board has been engaged in the de-
velopment and approval of the Sustainable Development
Strategy, however the area is supervised by Beata Gorniak.
PKP Energetyka has also appointed a coordinator, who
manages the work of the Sustainability Committee, which
is comprised of directors and managers of key areas and
gathers at least once every quarter. It enables ongoing mo-
nitoring of progress and coordination of work between dif-
ferent departments.
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The statutory bodies of PKP Energetyka are:

Our corporate responsibility Chapter o1

Management Board:

1. General Meeting
2. Supervisory Board

3. Management Board

Supervisory Board:

1. Krzysztof Krawczyk - chairman
2. Maciej Godek

3. Istvan Széke

4. Jakub Canda

5. Marek Klas

6. Stanistaw Woch

Marek Kleszczewski
Distribution

Previously, he was the vice-president of Tauron Dystrybucja and a mem-
ber of the Vattenfall board of directors. He joined PKP Energetyka in 2018
as director of the Distribution Department and was responsible for the
area maintenance of the traction network. The effect of his team work
is a four-year maintenance contract signed 2019 with PKP PLK. He is
a graduate of automation at the Silesian University of Technology, he also
obtained an MBA from the University of Business Lancashire.

Christopher Biedermann
Finance

Amanager with over 20 years of international experience, which he gained in Po-
land, Russia and other countries of Central and Eastern Europe. He is a specialist
in the field of restructuring, cost management, internal control and activities
carried out on capital markets. In the years 2012-2017, Vice President of the Man-
agement Board and Financial Director at Emitel. Previously, he was associated
with UPC Polska as a Member of the Management Board and Financial Direc-
tor, and with CEDC, where he was also responsible for financial matters as Vice
President. He also gained professional experience in managerial positionsin Co-
ca-Cola and Ernst & Young. He is an alumnus of the University of Texas with an
MBA in Finance. Previously, he graduated in Accounting from Lehigh University.
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| Wojciech Orzech
| CEO

Experienced manager with many years of experience in management
positions. In 2008-2014, he managed companies from the Energa Group.
He also held managerial positions in companies from the insurance,
pharmaceutical and logistics industries. An expert in transforming the
organization and implementing long-term strategies. He is a graduate of
the Faculty of Economics at the University of Gdarisk, has a Certificate of
Management Excellence from Harvard Business School in Boston and he
is alumni of the Advanced Management Program of IESE Business School
(University of Navarra).

Leszek Hotda
~ Services and Polish Green Railway

Since 2002, he has been associated with the B2B market. Before joining PKP
Energetyka, he held two positions at the same time - director of sales to key
and corporate clients at Orange Polska and president of Integrated Solutions.
In 2009-2012, Leszek Hotda was also the director of the Orange UEFA Euro 2012
project, where he managed a team of over 1,000 people responsible for tech-
nological services in Poland and for activating marketing rights in 11 European
countries. Leszek Hotda is a graduate of MBA studies at the Business School of
the Warsaw University of Technology. Earlier, he graduated from the AGH Uni-
versity of Science and Technology and the University of Economics in Krakow.

Beata Gorniak
HR and ESG

An expert in the processes of change management and building employee
relations. Before joining PKP Energetyka, she managed HR departments
in companies such as Tauron, Vattenfall, Saint Gobain and Tesco. She has
been working at PKP Energetyka since 2017. She has successfully trans-
formed HR processes in a company that currently employs nearly 4,300
employees. As a result of the activities of her team, the company was
awarded the prestigious international Top Employer certificate in 2019,
2020 and 2021. She is a graduate of the Faculty of Law and Administration
at the University of Silesia; she also completed the Advanced Management
Program at the ICAN Institute.
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Chapter 02 We ensure a safe, friendly and inclusive workplace

We ensure a safe,

We ensure a safe, friendly and inclusive workplace 02 Chapter

Employment structure in the years 2017-2020

friendly and inclusive

workplace

17 memasn
TOm T

The equity of PKP Energetyka is not only reliable infrastruc-
ture and equipment, but above all people. Our POWER-
ful Team consists of over 4,000 committed employees,
who work day and night to make sure that passengers and
goods reach their destination. Every employee is an im-
portant team member and, regardless of their seniority or
the position held, they are the focus of our attention. The
competence and engagement of particular individuals as
well as entire teams allow our organization to maintain
business continuity and ensure its further development,
and simply make us proud. We are all aware of the fact that
together we create a well-functioning organism, which can
successfully meet the needs of our customers and the en-
tire society. We sure make a POWERful Team.

30

As conducted research indicates - and what makes us real-
ly happy - our employees value teamwork and a sense of
mission. Every employee, including electricians, specialists,
and managers, has a sense of purpose in their role at work.
They know that their activity is relevant for the power indu-
stry and railway. Our POWERful Team understand how much
depends on them in terms of helping passengers and goods
arrive at their destination on time, which is reflected by the
voluntary turnover.

At our company, the voluntary
turnover rate stands at 3,5%,
while the market average is 6%J*

*Market data source: Sedlak&Sedlak
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2018 2019 2020 S

Total number of employees 4,982 4,843 4,304 §
Women ses s s61
e ——
Total number of employees - permanent contract 4,751 4,582 4,117
Women 496 509 433
Total number of employees - temporary contract 231 261 187
Women 72 46 34
wen 0 as 153
Total number of employees broken down by regions
Europe/ Poland / Lower Silesian Voivodeship 364 355 335
Europe/Poland/ Kuyavian Pomeranian Vovodeship s 0 159
Euope/Poland/LublinVoivodeship 6 0 136
Europe/Poland / LubuszVoivodeship w03 o 5
Europe/Poland/kédéVoivodeship " N 546
Euope/Poland / Lesser Poland Voivodeship w0 m m
Europe/Poland MasovianVoivodeship 00 g2 853
Europe/Poland OpoleVoivodeship 9 1 130
Europe/Poland/ Subcarpathian Voivodeship mw s or
Euope/Poland/ PodlaskieVoivodeship & o s
Europe/ Poland /Pomeranian Voivodeship %0 ur 202
Europe/Poland /SilesianVolvodeship so s 501
Europe/Poland / $wigtokrzyskieVoivodeship 26 o 1
Europe/Poland/ Warmian MasurianVoivodeship o 6 142
Euope/Poland / Greater Poland Voivodeship w0s w 36
Europe/ Poland/ West PomeranianVoivodeship 00 8 20
Total number of employees broken down by employment type (full-time) 4,941 4,805 4,275
Women 555 540 454
Total number of employees broken down by employment type (part-time) 41 38 29
Women 13 15 13
Men s 3 16

As of December 31, 2020

PKP Energetyka Capital Group has a network based on B2B contracts, however it constitutes less than 1% of contractors.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group
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[GRI 403-8]

[GRI 403-4]

Employee health and safety

We work in particular conditions, with particular matter - in
case of our work, lack of appropriate safety measures and
procedures could result in a tragedy. For PKP Energetyka,
prioritizing safety is not a cliché slogan, but rather everyday
reality and, often enough, a matter of life and death.

Between 2016 and 2020,
we manged to reduce the
number of accidents

by 34% compared

to the years 2011-2015.

However, we know that there is still room for improvement.
We want to build a safe work culture, where people can rely
on each other and are aware that they are responsible for
the health and safety of their colleagues.

To make our company a safe place and make sure that our
employees always return to their homes and families, we
engage all of our people into building a strong safety cultu-
re. We regularly conduct consultations, discuss within the
Occupational Health and Safety Committee, and engage in
dialog with trade unions and OHS specialists. Together we
have developed procedures for safe work, which are regular-
ly updated.

Taking care of the safety of our employees is an important
element of all the decisions made and steps taken within our
organization. Therefore, every employee is committed to en-
suring that their work is performed in a safe manner, regardless
of the entrusted tasks or functions. We strongly believe that
real safety can only be created in cooperation with employ-
ees and based on their knowledge, experience and practice.
The result of our joint efforts are safety improvement initiati-
ves, consistently updated occupational risk assessment, and
advancement of work safety standards.

32

Safety constitutes one of our four values:

> We take care of our own and others' safety.
We try to anticipate threats and counteract them.

> We actively propose solutions to improve security.

> We do not tolerate cases of non-compliance
with safety requirements.

> When exposed to a potentially dangerous situation,
we stop working and react.

> We do not repeat past mistakes -
we learn from them.

Every job position at PKP Energetyka is carefully assessed
in terms of occupational risk. The assessment is carried
out in accordance with the requirements of norms and
best practices recommended by international organiza-
tions dedicated to work safety. Prior to starting any work,
we identify potential risks and try to mitigate them to the
greatest extent possible - for jobs considered particularly
dangerous, a Risk Assessment Card is prepared, indicating
the risks and preventive measures taken. Our OHS Services
regularly review positions and work processes withing the
organization, ultimately delivering a report featuring post-
-inspection recommendations

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group
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In 2020, we launched the process of changing our occupa-
tional health and safety management system to adjust it
to the I1SO 45001 requirements. We continue to focus on
identifying threats and assessing the related risks. Fol-
lowing globally accepted rules, we first strive to elimi-
nate the risk, and only when it turns out impossible,
we implement preventive measures, prioritizing means
of collective protection over the individual ones.

Employee engagement is an important element of our
system, therefore we continue to improve our communi-
cation tools, which includes gathering suggestions and
ideas. We make sure that our employees have a real im-
pact on shaping the safety culture within our organiza-
tion. An excellent example of that is the tool for reporting
irregularities and improvement suggestions in terms of
safety. The app enables ongoing monitoring of submis-
sions along with information on actions taken.
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Best practice

Our key project aimed at ensuring safety is Mission ZERO.
It is dedicated to building an accident-free workplace
for every employee. Mission ZERO is a vision - not just
a numerical goal - focused on complete prevention of
injuries and fatal accidents at work. The program pillars
were developed during workshops attended by several
hundred employees of our company.

Together, we agreed that Mission ZERO will be based on:
> leadership

> risk management

> systems

> safe machinery

> people

Mission ZERO is not a one-time activity or investment - it is
a long-term program of smaller and more extensive chan-
ges implemented across many areas. In each pillar, we
have specified dozens of activities and tasks to complete.
We are ultimately aiming at total elimination of accidents
in our company. The development of an action plan and its
execution within every Mission ZERO pillar were entrusted
to interdisciplinary teams.

In order to comply with all the safety
requirements of the PN-N-18001:2004
norm, our experts have developed and
implemented eight OHS procedures:

> Examination of occupational injuries
and diseases
(reactive monitoring)

> |dentification of threats
(active monitoring)

> Occupational risk assessment
(active monitoring)

> Plans to improve work safety conditions

> Measurement of harmful and disruptive factors
(reactive monitoring)

> Occupational health and safety monitoring
> |dentification of potential accidents

> Safety Visits
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[GRI 403-1, 403-2, 403-7]

Mission ZERO

Throughout 2020, regular safety visits were conducted and potentially dangerous incidents were reported in all of our
business units. In total, we have conducted 3,012 visits and registered 1,589 notifications.

> A Root Cause Analysis (RCA) was carried out to identify the cause of one major accident that took place at PKP
Energetyka. !

> The first stage of the implementation of Risk Assessment for Work was completed and Risk Charts were prepared for
5 10 types of works (e.g. catenary inspection, periodic inspection of the high-speed circuit-breaker). The Charts were
developed in cooperation with people performing certain tasks and handed over for pilot implementation.

> The 3rd Pillar team has worked on expanding the “Subcontractor supervision” procedure and further work-at-height
safety standards, i.e. selection of equipment, anchoring methods and evacuation from height.

> An “Occupational health and safety monitoring” procedure was also developed. !

> Adraft of a “Work Permit” for jobs considered particularly dangerous was prepared. E

> Work on a subcontractor management procedure has also begun. :

> My Locker Room Program - renovation of the welfare facilities at six locations was completed.
i > 700 company cars were equipped with first aid kits compatible with the DIN 13164 norm. 5
i > Selected power tools at four company sections were tested.
> A new power tool standard for the Service Department was developed.
> Work on an app dedicated to fire safety management in our facilities has begun.

i > The process of developing standards specifying the requirements for hand fire fighting equipment for all facilities
has commenced.

5™PILLAR People

> Preparation of topics for training organized by external companies has begun. |

! > The 55 standard was being implemented across the Sections (9 locations) in train halls, network trains, and SerV|ce
Areas (5 locations) in workshops, energy emergency vehicles and assembly bags.

> The Team of Ambassadors carried out 24 support visits in terms of maintenance of the implemented 5S practices -
workplace organization.

> Materials for the second Mission Health campaign were prepared along with those related to road safety: Safe Car, |
Winter is Coming, Safe Conversation While Driving, Roadworthy Car.

' > Atutorial for the Safe Stairs campaign was filmed. !
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12 Life-Saving Principles

I never work after drinking
alcohol or using drugs.

I make sure that hardware and
personal protective equipment is

well-maintained and used properly.

| stop a train before the "stop"
signal and when
I am not sure about the signal.

%&@

| pay attention to road safety:
| fasten my seat belt, avoid
speeding and stay focused.

Q
D

1 only use operational tools for
their intended purpose.

)

I always use personal
protective equipment when
working at height.
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In a health or life threatening
situation, | do not start work and
prevent others from doing so.

—l

| don't take shortcuts, | always
follow rules and procedures.

oa §
I do not go into the traffic

machinery work zone or the
cargo transportation zone.

7

I have limited confidence, | always
check if everything is disabled,
disconnected, grounded, and
there is no voltage.

FEE

I make sure that | am
always visible.

A

I respect the ban
on smoking and
open fires.

We have implemented 12 Life-Saving Principles across
the entire PKP Energetyka Capital Group.

The global pioneers in the implementation of the Life-Sa-
ving Principles system were the biggest organizations from
the oil sector, but they have been successfully applied also
by many prominent construction, energy and railway com-
panies. Integrating best practices from the top companies
with a strong safety culture, PKP Energetyka joined forces
with its employees in developing its own 12 Principles.
When applying them in our daily operations, we confirm
that the life and health of every employee is important
and that we work with people who ensure safety and can
rely on each other. The Principles were meticulously se-
lected - non-compliance with them results in the highest
probability of severe injuries or death. "STOP: In a health
or life threatening situation, | do not start work and prevent
others from doing so" is the overriding principle. Whenever
working conditions are not safe or any of the 12 Principles
is not followed, employees have the right and duty to stop
working. We dedicated 2020 to an educational campaign
for our employees, to specify what each of the rules me-
ans to them, why they are important, and what to do when
someone breaks them. We want the Principles to serve as
a handbook for every PKP Energetyka CG employee.

Best practice

In 2020, we launched a campaign promoting the 12 Life-
Saving Principles among our employees. One rule is
discussed every month for the consecutive 12 months.
Communication includes posters in the field units offices,
meetings with employees and distribution of relevant infor-
mation through internal communication channels.

/ TO TY RATUJESZ
| ZDROWIE | ZYCIE. "
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> Prior to starting work at our company, all employees must complete a mandatory introductory OHS training. Eve-
ryone learns the basic OHS rules and regulations as well as the nature of the workplace. Additionally, we organise
recurring training courses, during which employees update their knowledge and skills in the area of occupational
health and safety.

> We also invite employees to first aid courses - the program is adjusted to the dangers our employees might be
exposed to. It includes injury and medical emergency procedures as well as education on basic psychological
mechanisms during accidents.

> Each one of our 3,000 operational employees completes an annual safety training.

> At the end of 2019/beginning of 2020 about 50 meetings with employees dedicated to work safety took place in the
field. They were led by business unit managers and attended by approx. 1,700 of our employees.

> We allocate significant resources to purchase work equipment and tools, in order to improve safety: we have bought
new power tools, workwear, car fleet: 250 new cars were delivered to the company between 2016 and 2018, we have
replaced 160 vehicles in 2019 and further 150 at the end of 2020/beginning of 2021; we continue to work on reducing
the fleet age, and thus improving safety.

> All Occupational Medicine regulations are followed rigorously across the entire organization.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group

What else do we do for safety?
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At PKP Energetyka, we know that despite all efforts there
is still a lot to be done in terms of safety. In 2020, a tragic
accident took place in the company - in May, our employee
working at the Czyzew substation was fatally electrocuted.
Unfortunately, accidents in our organization are usually sel-
f-caused - they result from non-compliance with the fun-
damental safety rules specified in our instructions and pro-
cedures. For that reason, 2020 marked the appointment of
the Work Safety Crisis Team, consisting of members of the
management board, officers and employees of our com-
pany. Their job is to monitor work safety, with particular
emphasis on order correctness, and to conduct increased
OHS controls.

Violating safety procedures at PKP Energetyka is severely
punished - regardless of whether it concerns managers or
employees performing their daily duties in the field.

In 2021, we will continue activities aimed at increasing
work safety. We intend to implement digital monitoring
tools in the area of providing services, which will allow us
to better manage tasks and identify potentially dangerous
situations or analyse trends.
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Number of work-related injuries”
2018 2019 2020

Injuries suffered by the employees
of the organization 29 42 28
Number of fatalities resulting from 1 1 1

work-related injuries
Rate of fatalities resulting from

work-related injuries 0116 0126 0.132

2018 2019 2020

Number of serious severe accidents 0
at work (excluding fatalities)

Percentage of serious accidents
at work (excluding fatalities)

Number of recordable work-related injuries 36 52 35

Rate of recordable work-related injuries
(per 1m h)

Main type of work-related injuries Minor Minor Minor

*Number of hours worked in 2020 7,594,079, rates calculated per 1m hours worked.

Number of accidents broken
down by accident type

2018 2019 2020

Minor accidents 25 40 27

Soacidens o o 1
Group accidents 1 1 0

Vtmsingopaccidents. 4 2 0
falacidens A
Nomberofnearmises R
Porcenageofliminotedthests 9% 7675% 6%
aedemseverye w1 me e
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Chapter 02 We ensure a safe, friendly and inclusive workplace

Safety during the coronavirus pandemic

Railway is one of the key systems of the economy. It con-
tinues to operate steadily even during the coronavirus
pandemic. Regardless of the weather outside, holidays or
fluctuations of the infection statistics, in 2020 trains kept
going, goods were delivered on time, and the catenary was
supplied with electricity. All that thanks to the employees
of PKP Energetyka, among others, who - without any exag-
geration - were extremely committed throughout the pan-
demic year to maintain continuity of train connections and
energy supplies over that difficult time. The issue of work
safety gained a new “pandemic” dimension in 2020. PKP
Energetyka was challenged to ensure employees’ safety,
while simultaneously maintaining rail traffic across Poland.
Due to the nature of our company, a major part of our op-
erations cannot be handled remotely, and some activities
require direct cooperation in both small and big teams.

We took actions based on the available medical

and sanitary knowledge. We complied with legal
requirements and implemented our own initiatives.

> We provide our units with disinfectants, face masks,
and necessary protective equipment.

> We adjust our work model to minimize direct contact
between employees.

> All office employees were informed about the remote
work procedures.

> We monitored the wellbeing of our employees
by conducting periodical surveys.

> We continue to regularly inform our employees about
the current coronavirus situation and PKP Energetyka’s
activities via SMSes and newsletters.

> We helped quarantined employees with everyday
errands (shopping, getting medication, etc.), if needed.

> We increased our cleanliness requirements in office and
technical spaces.
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To ensure employees' safety,
we provided:

1. 9,000 litres of disinfectants (for both hands
and solid surfaces)

2.50,000 protective gloves

3. 200 pieces of protective suits

4. 3,200 pairs of safety goggles and glasses
5.200,000 protective face masks

6. 380 non-contact thermometers

Safety procedures were included in the PKP Energetyka
Capital Group Employee Safety Plan, which was made ava-
ilable to all employees during the pandemic. We created a
precise guidebook with the rules of social distancing, using
protective gloves and washing hands effectively, informa-
tion on the maximum number of people in closed spaces,
and principles regarding disposal of used masks and gloves.
Every employee can also find a contact list for OHS services
in the company intranet.

Best practice

PKP Energetyka implemented preventive rules regar-
ding contacts, both internally and with external entities.
All documents are sent electronically, and teleconfe-
rencing systems are in place. Field teams also comply
with operational safety measures based on electronic
communication. Additionally, field employees have the
right to discontinue performing their duties, if it is not
possible to maintain safe work rules.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group
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This exceptional time required exceptional decisions. Out
of all of our dispatchers, we have appointed a group of 90
individuals, who worked at our dispatch centres during
the pandemic of 2020 in total isolation from their col-
leagues and families, without the possibility of leaving
their workplace. We provided them with the right con-
ditions, so they could work and rest without any physical
contact with other people, and thus ensure continuity of
our network operations. Just in case, we also prepared
backup dispatch centres at selected locations.

Best practice

Every employee who felt such a need during the pandemic
could get free telephone advice from a psychologist. Informa-
tion on the availability and the right number were passed to
all those employed by PKP Energetyka. The calls were fully
anonymous and confidential. We also launched a medical
helpline for all previous and current employees dedicated to
all pandemic-related matters.

Upon the outbreak of the pandemic, PKP Energetyka
appointed a crisis team, which gathered every day when
the infections were peaking. The team consists of 40 ma-
nagers from all the crucial areas of our company. We conti-
nue to update our knowledge on the current situation and
its impact on the company. We analyse and plan short and
long-term activities, while remaining flexible to be able to
quickly react to emerging crises.

Best practice

At PKP Energetyka, we are truly proud of our employees.
Throughout the pandemic, they displayed impressive enga-
gement and a sense of mission. In order to appreciate these
attitudes, we organized the #ZawszeNaStuzbie (#Alway-
sOnDuty) campaign, encouraging employees to talk about
their work in the COVID-19 times. Their videos were uploaded
to Intranet. The campaign was very well-received, and just in
the first days the materials had a few thousand views. It was
praised not only by internet users, but also by the institutions
we work with, such as the Office of Rail Transport.

All the actions taken by

PKP Energetyka ensured
operational continuity of our
company. We also consistently
executed the most important
investment programs - MUZa.

Best practice

In 2020, we took care of our employees and did not forget
about supporting people and institutions form outside of PKP
Energetyka. The Chief Sanitary Inspectorate received 75 com-
puters from us to support their everyday operations.About six
thousand senior retirees received from PKP Energetyka sets
of protective masks and guidebooks on preventive measures
against coronavirus infections. We shared our work proce-
dures in pandemic conditions with our subcontractors and
the entire rail industry. Additionally, we provided the subcon-
tractors with personal protective equipment. Our foundation
- Dobra Energia (Good Energy) - donated new computers for
online learning to children in need. We also provided internet
access and technical support for all those who needed it.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group
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Diversity in the workplace

Our company prioritizes internal recruitment. When sear-
ching for people for a particular position, we first check
whether we can offer the job to someone from our organi-
zation. We exploit the potential of our employees, promo-
te their experience and invest in their development. Only
when there are no internal applications or candidates who
meet the competence requirements, we begin to look for
people from outside of PKP Energetyka. To ensure the effi-
ciency of the recruitment processes and take care of our
new employees, every new person in our company has
to complete the so-called Adaptation Program. Thanks
to that, every new team member can familiarize themsel-
ves with the details of our operations, crucial information
that might come in handy over the next months, and all ru-
les and policies enforced across PKP Energetyka.

Best practice

In 2020, we carried out 329 recruitment processes, with
234 successfully completed by the end of the year. 197 out
of the 329 were internal recruitment processes, which re-
sulted in 56 employees switching their positions. We look
for candidates for the remaining positions outside of the
organization.
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New PKP Energetyka Capital Group
employees by age and gender

2018 2019 2020
Total 222 248 145
Women 70 46 40
Men 152 202 105
Undersoyo o s o
05040 mo s w
oo o s s
Total 4.5% 5.1% 3.4%
Women 12.3% 8.3% 8.6%
e s % 2%
Undersoyo s maw 4%
oSy s16 o s
oo o om o1

As of December 31 of the reported year

Employee departures by age and gender
at the PKP Energetyka Capital Group
and turnover rate in particular groups.

Including
2018 2019 2020  departures
(2020)*
Total 714 363 792 500
Women 118 52 138 99
en o6 o s o
Under 30 yo 56 47 44 6
w5050 2 w 25 o
o0 m e o3 o
Total 14.3% 7.5% 18.4% 11.6%
Women 20.8% 9.4% 29.6% 21.2%
wen 3% T o 105%
Undersoyo  178%  147% 1% 21%
w5050 09% o L 4%
oo l68% M6 26 181%

As of December 31 of the reported year
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Our activities aimed at building team engagement go bey-
ond the current needs of our company. We are facing chal-
lenges resulting from the increasing number of retired and
professionally inactive people. We consistently undertake
numerous activities to promote the industry, cooperate
with technical schools and eagerly accept interns in our
units. Internship supervisors introduce young people to the
nature of work at PKP Energetyka and share their unique
know-how.

We have defined the rules that determine our daily ope-
rations together with our employees. They are described
in internal documents and are known to every employee.
Everyone - regardless of the position held - is obligated to
comply with them.

on!

We like challenges:

N\

Here are the most
important regulations:

> Recruitment Policy

> Employee Development Policy

> Diversity Policy

> Code of Ethics

> Anti-Mobbing Policy

> Anti-Corruption Policy

> Employee Referral Program

02

We are one team:

Regardless of the structure and position
held, we combine creativity and work ex-
perience in our daily duties. For us, each
day is different, and there is no place for
routine or boredom at work.

Teamwork is crucial for us. We exchange
experiences and strive to complete every
task successfully. Hard work and commit-
ment are expected from everyone, regar-
dless of the position held. At work, we are
responsible for each other, which makes us

feel safe.

03

We are areliable employer:

\4

Since we are one of the undisputed lea-
ders in the energy industry, we guarantee
stable jobs with employment contracts
and a number of interesting non-financial
benefits. Our market position is further
strengthened by cutting-edge investments
and changes designed to improve working
conditions.

................................................................................................................................

The diversity of our employees is not a problem - on the
contrary, that is where the strength of our organization lies.
At PKP Energetyka, every person is unique and deserves to
be respected, included and treated equally. The only thing
that matters is professional competence. From a formal
point of view, diversity is safeguarded by PKP Energety-
ka’s Diversity Policy. Every one of our employees is obli-
ged to comply with it. In 2020, we did not report even one
discrimination incident in our organization.
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Our rules:

> We build a diverse team

> We recruit candidates with diverse profiles

> We respect equal opportunities

> We educate our employees

> We create a diverse work environment
and promote experience exchange
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Management bodies and staff divided into categories Em ployee en g agement
by gender, age and other diversity indicators.”
2018 2019 2020 _ At PKP Energetyka, we believe that a friendly workplace is Employee engagement rate
[} . . .
Women 51 12% 61 14% 56 13% 2 a place that engages employees. We regularly conduct en- and survey participation rate
___________________________________________________________________________________________________________________________________ o
7 gagement surveys and can proudly say that we have been
Men 387 88% 377 86% 346 86% = ) ;
................................................................................................................................... observing a consistent upward trend for years. Employee 2017 2018 2019 2020 7
Under 30 yo 8 2% 9 2% 13 3% i i iti i ]
_________ y i engagementlSdeflned bythecondltlonsweprOVIdeforour Employeeengagementrate 46% 55% 65% 71% g
30-50 yo 274 62% 275 63% 260 65% employees to make them: e o o1 som ewn &
----------------------------------------------------------------------------------------------------------------------------------- > feel motivated to go the extra mile and supported to per- curveyparticipationrate 9% SRk S TR F
0 0 0 .
Overs0yo pe % g B o % form their tasks safely and as well as possible,
Foreigners 1 1 1 > talk positively about the company, colleagues, potential
',\;'t'," lt """"""""""""""""""""" . . . employees and customers,
ationalities
___________________________________________________________________________________________________________________________________ > wan to link their professional future with the company and Engaging workplace model acc.
Disabled 1 1 1 contribute to its success. Kinecentric methodology
*As of December 31 of the reported year Work environment categories
& Percentage of employees subjected > Collaboration > fezrgg:shi > Brand
= -
g to regular quality assessments > Customer focus - Mo emznt - Gareer a;int
Number and percentage of individuals within the organization's g and career development reviews > Dek§'5'°n- & ot P
employees by gender, age and other indicators “maxing - reriormance
ploy Yy d g (by gender, category) > Diversity and management
inclusion > Rewards and
2018 2019 2020 2020 > Work recognition
@ organization > Talentand
Women 517 11% 494 11% 411 11% f women 10% staffing
................................................................................................................................... ] e Engaging
@ (%]
Men 4,027 89% 3,911 89% 3,491 89% = men 90% o leaders
___________________________________________________________________________________________________________________________________ )
S
Under 30 yo 306 7% 310 7% 273 7% Together 100% .E
___________________________________________________________________________________________________________________________________ s
- 0, 0, 0, |
_3_0_ ??_y_o_ ______________________________________ l_’_8_8_6 ___________ fl_l_/(_) ___________ l_’_7_l_0 ___________ ??_/c_’ ___________ l-,-5_lf) ___________ ??_/? ______ Managers 10% 9 Business People
""""""""""""""""""""""""""""""""""" E agility focus
Over 50 yo 2,352 52% 2,385 54% 2,119 54% Administrative 25% [=) Work
Foreigners 0 0 0 Direct 65% g experience
........................................................................................................................................................................................ S
Nationalities 0 0 0 )
___________________________________________________________________________________________________________________________________ As of June 1, 2021 - due to the Covid-19 pandemic the process took place in late 2020 and early 2021. -g
Disabled 10 17 18 g
"""""""""""""""""""""""""""""""""""""""""""""""""""""""" *As of December 31 of the reported year b
> Work/life balance > Autonomy and empowerment
> Values
> Organizational chaanges
Next step
. . - . _ . & Another important element of building engagement is tra- We offer two types of training - obligatory and volunta-
Diversity can be multi-dimensional. To ensure it in an organization, many factors have to be managed pro- g P . haved lg dg 8 N c | yp & gatory ;
. . . . T ining. At PKP Energetyka, we have developed a comprehensive ry. Compulsory training courses are necessary to perform
perly. For that reason, in 2021, we intend to train 100% of our managers from the TOP400 group in z g getyka, ' p p' ' Yy ' .P Yy 'g "¢ €553 ytop
. . - . . . = training program for people holding all types of positions. Its a given job and result in receiving authorization to perform
terms of taking care of diversity in our daily operations and recruitment processes. ) ) e . T ) R
detailed assumptions are described in the Employee Develop- specific tasks. In our organization, we call it qualifications,
ment Policy. The document outlines the objectives, standards, e.g. railway traffic safety qualifications or all-level building
and scope of training courses as well as rules of their financing. qualifications.

42 Corporate Responsibility Report 2020 - PKP Energetyka Capital Group Corporate Responsibility Report 2020 - PKP Energetyka Capital Group 43



Chapter 02 We ensure a safe, friendly and inclusive workplace

Training programs 2020

Train the Trainer

In May and June 2020, online Train the Trainer sessions were con-
ducted to prepare employees for the role of trainers and promote
knowledge exchange within the organization. We are planning fur-
ther development of competences within that scope.

In order to increase work safety at the PKP Energetyka Capital Group,
training courses dedicated to all supervisors were developed - “Pre-
paration of written orders for work with energy devices at the
PKP Energetyka CG”. The first group to undergo such training in the
third quarter of 2020 were Supervisors from the Services Division.
The courses were conducted online by external trainers.

The prepared training course encompassed:

> atheoretical part regarding the Occupational Health
and Safety Manual - EBH,

> a practical part that required writing a work order
according to the trainer’s instructions,

> an EBH test at the end of the course.

DISC

The employees of the Human Resources Management Department
got certified, which will allow them to apply the DISC typology diag-
nosis method in order to:

!
|
'
|
|
'
,
|
.
:
.
i > learn different communication styles,
|
E > promote diversity,

E > increase openness in teams,

E > improve teamwork skills.

'

.

Internal training

Within the framework of the 4th Pillar strategy - Responsible com-
pany, an initiative dedicated to the development of internal trainers
and knowledge exchange was launched. MS Excel, Process Mapping,
and Root Cause Analysis (RCA) courses were conducted to increase
the knowledge and skills of our employees, by exploiting the internal
potential of experts from different fields.

Training for the Local Support Team
- anew unit

Atraining program dedicated to people from the organization who took
on a new role in the created field structure, the goal of which is to su-
pport maintenance of management processes for staff administration,
warehouses and fuel stations in the field.

60 employees were prepared for their new roles in terms of:

HR

> work time administration,

> employee qualification management,
> keeping staff documentation,

Logistics

> warehouse management knowledge,

> handling electricity metres and returnable packaging.

Fuels
> building and maintenance of fuel stations,
> use of the delivery entering and accounting system.

Environmental protection
> the basics of OHS and firefighting, waste management.

i > warehouse system operation, ,
| 5-step Kaizen standardization :

2020 marked the opening of the Competence Centre, the goal of
which is to improve the technical skills of our employees and stan-
dardize specialized activities carried out at PKP Energetyka. In Janu-
ary 2020, an electrician certification program was launched. Between
January and March 2020, the following activities were executed:

> in-house training courses encompassing theoretical classes
dedicated to the Occupational Health and Safety Manual - EBH,
> practical training courses in a maintenance train (work at height),

> practical training courses in the training part of the catenary
(switching operations),

> exercises with the use of virtual reality (e.g. work zone
preparation).

After the outbreak of the COVID-19 pandemic, in-house training was
suspended and replaced with e-learning courses and video tutorials,
which serve as teaching aids in the developed online training agen-
da. Currently, our training courses are continued in a remote format.
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Every employee is encouraged to participate in the volun-
tary training. Moreover, everyone can use the e-learning
platform to find a number of training materials on commu-
nication, teamwork, work efficiency and much more.

In 2020, due to the pandemic, we were forced to suspend
employee training - however, in most cases, we were able
to change the format and conduct courses online. Addition-
ally, we optimized the organization of employee training by
allowing superiors to personally sign employees up for ob-
ligatory training.

At our company, we also take care of the development of the
management staff, therefore we have prepared comprehen-
sive development programs for managers of all levels.

Number of people who undertook development
activities other than the obligatory training
courses by gender and employment structure

2018 2019 2020
Women 339 344 135
en W ar o
Total 690 1,761 542
Managers 218 413 179
administrative o o 20
.Il;l-n; (;t ----------------------- 0 6 -7-6 ----------- 1 -3-3 ------
Total 690 1,761 542

Next step

Predictability and development opportunities are impor-
tant employee engagement drivers. Our goal for 2021 is to
translate our Strategy 2030 and related KPIs into Strat-
egy Cards and targets for individual employees. We will
also put a lot of effort into the employee development and
succession plans for the TOP400 group and other key man-
agers. We aim to prepare 100% of development plans for
key managers in 2021 and a clear succession plan for 90%
of all positions by 2023.
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Best practice

In 2020, for the second time in history, PKP Energetyka received
the prestigious TOP Employer certification and thus earned
a spot among the best employers in Poland. The Top Em-
ployers Institute is the global authority on assessing the work
environment. It was established over 29 years ago and has alre-
ady certified more than 1,600 organizations in 119 countries/
regions based on a thorough validation process. All companies
with the Top Employer distinction have a positive impact on
the lives of over 6 million employees across the world.

POLSKA
POLAND

‘Top

EMPLOYER

CERTIFIED EXCELLENCE IN EMPLOYEE Cf

The company has successfully launched its Initiative
and Idea Management platform, a fully digital tool that
allows every employee of PKP Energetyka to submit inno-
vative project initiatives and ideas regarding any aspect
of their job. Everyone can also evaluate and comment on
the submitted applications. All active users are rewarded
with points, which can be then exchanged to prizes. Since
its launch in 2018, the platform has been used by 415
employees who have submitted 750 proposals and sent
nearly 5,800 forms.

We combine attractive work conditions with a unique pac-
kage of employee benefits. Our offer includes:

> Discounts on PKP tickets in Poland and abroad. The travel
allowance of Polish rail carriers across the country in the
second class is as high as 99% for the employees and 80%
for their children and spouses.

> An additional day off - on November 25 we celebrate Rail-
wayman Day and on this occasion all our employees have
a day off.

> Private medical care is provided for all employees and
their family members. The medical care program we co-
-finance provides access to many specialists and medical
facilities across the country.

> Life insurance.

> Co-financing for holidays and leisure, cultural, artistic and
sports events.

> Housing and renovation loans.

[¢-TOY 149]
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Philantropy

Dobra Energia

Fundacja PKP Energetyka

Dobra Energia Foundation

In November 2020, on the initiative of PKP Energetyka, the
Dobra Energia Foundation (Good Energy) was established.
The main goal of the foundation is to prevent digital exc-
lusion of children and young people, support implemen-
tation of innovative ideas, and co-finance initiatives in the
field of ecology and environmental protection.

The President of the Foundation is Beata Gérniak -
member of PKP Energetyka’s Management Board. The em-
ployees of the Capital Group willing to dedicate their time
to the projects executed by the Foundation will be invited
to collaborate.

The first donors are the representatives of the CVC fund as
well as the fund itself, who have donated 1.4m zloty to the
program aimed at delivering new computers for distance
learning to the children of PKP Energetyka’s employees.
The COVID-19 pandemic emphasized the importance of
equipment that enables remote learning and communica-
tion with the world. Therefore, the Foundation provided
500 new laptops for the children of employees with the
lowest income. The campaign was also supported by the
employees of PKP Energetyka - besides financial support,
they plan to organize online lessons for children on sub-
jects of their choice.

GrantSpoteczni

Since 2017, we have been executing the GrantSpoteczni
program, the goal of which is to promote social engage-
ment among employees and support authors of good ideas
to change the neighbourhood they live or work in.

As part of the program, our employees can receive fun-
ding of up to PLN 3,000 to implement their philanthro-
picideas.
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Team Leader: Monika Wisniewska
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Best practice

In the 2020 edition, financial support went to ideas aimed
at the improvement of the environment - they will reduce
CO, emissions, build pro-ecological attitudes and promote
the use of renewable energy sources. The total sum alloca-
ted for implementation of these projects amounts to PLN
30,000.

Examples of winning projects:

> Ecology education corner
> Ecology in practice

> Leave your car and get on a bike - reduction of exhaust
emissions, improvement of safety and image in public
utility venues in Wojcieszéw

> Installation of solar LED street lamps with a photovoltaic
panels along the main ally of the “BARTEK” community
garden

> Gramy w Zielone! (The Green Game) (kindergarteners
plant and nurture trees and learn to protect the environ-
ment)

> Generating electricity through physical activity

Other initiatives:

> Foryears, our employees have been involved in the Szla-
chetna Paczka (Noble Gift) campaign. In 2020, we orga-
nized a fundraiser for Mrs. Ewelina’s family. Due to the
pandemic, the fundraised looked different than in the
previous years. We collected money into a virtual pot. We
managed to raise PLN 4,000.

> In 2020, for the fourth time, our employees took part in
“Kolejowa Kropla Krwi” (Railway Blood Drop), a blood do-
nation campaign organized by the Office of Rail Transport.
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We power the energy

transition
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At PKP Energetyka, we believe that trains will be powered
in the future by electricity from renewable sources - speci-
fically hydrogen. Our Polish Green Railway vision, included
in our Strategy 2030, determines the activities related to
the energy transition of the entire railway sector in Poland.
Even though we know that for these changes to happen,
the whole industry must join forces, we see our role as the
initiator of the transformation, a company which is - pun
intended - a locomotive of the energy transition of the Po-
lish railway. The ambition to supply Polish trains with
85% green energy in 10 years is not just wishful thinking
- on the contrary, we consider it a real goal, entirely pos-
sible to achieve. At the same time, we are convinced that
in the light of Poles’ increasing environmental awareness,
the future of the railway depends on its consistently built
up image of the “greenest” means of transportation.

Railway is already the most energy-efficient means of
transportation. It covers 8% of the worldwide passen-
ger transport and 7% of the global goods transport.

At the same time, it constitutes only 2% of the total
global energy demand for transport purposes.

75% of the world’s rail passenger transport takes
place in electric trains, which have the lowest ener-
gy consumption calculated per so-called “passenger
kilometre”, translating into one kilometre travelled by
a passenger.

Source: Raport ,The Future of Rail. Opportunities for energy and the environ-

ment” International Energy Agency Sustainable transport and public policy”,
David Banister.

We ensure the development of our employees in terms
of energy efficiency and zero emissions in rail transport.
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Additionally, we analyse proven technological solutions
and best practices from around the world. Facing the ine-
vitable changes in the railway sector, we want to provide
competence resources for all the companies from our indu-
stry in order to inspire, recommend and educate within the
areas where our experience can come in handy.

Best practice

The recognized significance of the Polish Green Railway pro-
ject pushed us to establish the Green Railway Department
in November 2020, a separate area within our organization,
the structure of which equals to four different departments
responsible for basic operations at PKP Energetyka.

It is our pleasure to join forces with the entire rail industry in
an attempt to save energy. We work together with the Cen-
tre for Railway Energy Efficiency (CEEK) to develop and
implement energy-efficient and environmentally friendly
solutions that serve all participants of the railway market.
CEEK provides space for knowledge and idea exchange as
well as education in the field of energy efficiency and ra-
tional management of resources. The centre is a partner
initiative of the National Energy Conservation Agency and
PKP Energetyka. CEEK has been joined by 95% of all na-
tional carriers, PKP PLK infrastructure management, and
experts from the Railway Institute, Warsaw University of
Technology, Jagiellonian Institute, and Jagiellonian Club,
among others.

The goal of the Centre for Railway Energy Efficiency is to fur-
ther develop and expand green and competitive rail transport
industry. The centre creates a platform for dialogue between
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rail carriers, industry experts and scientists exploring activities
aimed at minimization of electricity consumption in the sec-
tor. CEEK also intends to support the exchange of best prac-
tices between rail companies and the discussion on the best
legislative solutions in terms of energy efficiency. CEEK orga-
nizes thematic workshops on recuperation, eco-driving, and
financing of efficiency-enhancing investments, to name a few.
CEEK’s work is managed by the Program Council composed
of representatives of rail carriers and experts from the rail and
energy industry - £6dzka Kolej Aglomeracyjna, PKP PLK and
PKP Energetyka.

We are convinced that cooperation with PKP Energetyka

is crucial to execute the ambitious plans we have set for
ourselves at the Centre for Railway Energy Efficiency
(CEEK). The company is a responsible member of CEEK
with unique competences, experience, and knowledge.

All that allows it to play the incredibly important role

of the integrator of the Green Railway program, which
aims to change the source of traction electricity used by
carriers. 85% of the energy will be coming from renewable
sources by 2030, and ultimately it will be 100%.

CEEK works closely with PKP Energetyka also within
other areas, such as promoting recuperation technologies
in the railway sector, creating a coherent eco-driving
system for rail carriers operating in Poland, or building
photovoltaic installations in areas and on buildings owned
by the entities from our industry.

We value our cooperation with PKP Energetyka very

highly - it is a reliable and ambitious partner focused

on consistent development and improvement of
competences. Aiming at reduction of the carbon footprint
of the railway sector in Poland, our joint efforts lead to

the implementation of the EU climate policies as well as
overall environmental protection. Together we contribute
to the execution of the UN Sustainable Development Goals
regarding access to clean energy, climate-oriented action,
and integration of cooperation between representatives

of different environments. | am glad that we can join forces
in carrying out the ecological modernization of the railway,
which will allow us to take up future challenges, fulfil the
expectations of the dynamically changing rail transport
market, and meet the needs of the modern, increasingly
environmentally conscious society.

Janusz Malinowski
Chairman of CEEK
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Best practice

In October 2020, we signed a letter of intent with PKP Cargo.
That way, both companies confirmed their cooperation
in terms of creating the most efficient and innovative so-
lutions that will allow PKP Cargo to use renewable elec-
tricity. So far, we have been working with PKP Cargo under
power distribution and purchase agreements as well as in-
dustry initiatives, such as Klaster Luxtorpeda or the Centre
for Railway Energy Efficiency. This long-term cooperation
has now been further expanded with the development of
a consumption model for electricity generated by renewa-
ble installations that will power the carrier’s infrastructure.

Over 20 thousand kilometres of catenary in Poland is a lot,
but it does not mean that it is everywhere. In the future,
PKP Energetyka wants to power trains running where there
are no traction lines not with diesel fuel, like we do presen-
tly, but with hydrogen.

We want to build a network of 50
hydrogen refuelling stations that will
allow us to replace diesel locomotives
with hydrogen ones.

Working together with industrial hydrogen producers (inc-
luding LOTOS, PKN Orlen, PGNiG, JSW, Azoty) and relying
on local electrolysis of hydrogen (where justified), we plan
to distribute hydrogen to railway carriers transporting go-
ods and passengers. Most importantly, the electrolysis pro-
cess will utilise renewable energy, thus enabling produc-
tion and use of green hydrogen.

Thanks to our network of hydrogen stations, railway car-
riers will be able to upgrade the currently exploited diesel
locomotives to the hydrogen standard. What is important
is the fact that these modernizations can be executed by
Polish companies specializing in rolling stock production
and modernization. Moreover, particularly at the initial
stage of the project, we intend to build hydrogen refuel-
ling stations at locations where they will be available not
only for railway carriers, but also for buses.
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In July 2020, together with 16 companies from the energy and
transport industry, we signed a letter of intent with the Mini-
stry of Climate regarding the establishment of a partnership
to build the hydrogen economy and conclude a hydrogen
agreement within the sector. The goals of the Polish Hydrogen
Strategy developed at a governmental level include:
> creating a value chain for low-emission

hydrogen technologies;
> strengthening the role of hydrogen in building

Polish energy safety;
> introducing hydrogen as a transport fuel;
> developing new regulations for the hydrogen market.

Our engineering achievements in terms of hydrogen transport
are discussed in more detail in our 2019 report.

We estimate that the fully developed network
of PKP Energetyka’s hydrogen stations will
allow us to distribute about 4,000 tonnes of

hydrogen per year, which will translate into
reduction of nearly 40 million litres of die-
sel fuel and consequently approx. 100,000
tonnes of CO, less annually.

Best practice

As one of the world’s key producers of hydrogen (approx. 1
m tonnes/year), Poland is also working on building a hydro-
gen locomotive. The projects in that area are being execu-
ted by State Treasury companies, including Orlen, Lotos and
PKP Cargo. At the end of 2019/beginning of 2020, a letter of
intent was signed in this regard by Orlen and PESA. Hydro-
gen locomotives are also considered by the Poznan-based
Fabryka Pojazdéw Szynowych, which signed a letter of in-
tent in 2018, also with PKP Cargo. The carrier openly decla-
res readiness to test a vehicle of that type and to ultimately
include it in its rolling stock. The company needs such loco-
motives, as they will allow it to significantly reduce the fuel
cost and simultaneously contribute to reduction of harmful
gas and dust emissions generated by the railway industry
and released to the atmosphere. There are other companies
working on a hydrogen-powered shunter, including Lotos
Lab and Lotos Kolej, and it is expected to be based on one of
the previously exploited internal combustion locomotives.
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We continue to change to become more eco-friendly. Within
the framework of the Green Substations project, we are
installing about 500 solar panels in our facilities to cover our
own electricity needs. 2020 marked the pilot project run - we
installed solar panels on the roofs of our stations in 12 loca-
tions across Poland.

Moreover, 2020 brought significant changes in the methodo-
logy for calculation of our energy consumption. We moderni-
zed and standardized data collection procedures across the
organization and did an inventory of energy sources. As a re-
sult, we have improved the quality and consistency of data for
all energy carriers. Thanks to the introduced changes, we are
able to not only report the current consumption level, but also
to present much more precise data from the previous years.

Energy consumption within the organization

2018 2019 2020
Coal [Mg] 128.89 158 141.429
Coalwh]  ee7 95  ogaies
giemg o o -
Ugnitepwh o o -
Notwralgas(Mgl 20342 2254 203985
Noturalgaswh] 271760 30048 271981
UghtfuelollMgl 017 1s625 01
Ughtfueloll MWH] 4564 186635 sadTt
MotorgasolinelMgl 272 as 222
Motorgasoline[MWh] 291893 282022 27340
Deselg 309801 365310  39L14
Diesel (] asss  a36M24  A5SLST
(Eh',l‘s\;'ﬁg’ consumption 5501580  52,250.79  52,801.80
Electric energy 188.722.710  197,764.57 185,946.8

consumption (MWh)
Heat energy
consumption (MWh) 366.94
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Direct and Indirect GHG Emissions - Scope 1, Scope 2, Scope 3

2018 2019 2020
Total direct GHG emissions - Scope 1 14,502.26 13,754.47 13,939.72 t,Co,
oo sopes s e
OtherindrectGHGemissions-Scope3 29060675 tCo,

*In 2020, the other indirect Scope 3 GHG emissions include only so-called downstream emissions of sold products.
In case of PKP Energetyka these are: electricity and diesel fuel.

Intensity of greenhouse gas emissions per MWh of energy sold

2020

€0,41.68 {kg/MWh}
€0,36.54 {kg/MWh}

Intensity of greenhouse gas emissions
(per amount of energy sold)

The intensity of greenhouse gas emissions was presented per electricity sold and per employee.

Next step

In 2021, detailed reduction plans will be developed, mainly for Scope 1 and Scope 2 emissions, in order to achie-

ve climate neutrality by 2030.
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We are
a reliable partner
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[GGRI203-1]

We are a reliable

partner

At PKP Energetyka, we believe in the value of reliable and
well-performed work. We want every one of our customers
to know that they can count on our organization, as human
life and health often depend on our work. We are at work
24/7 365 days a year, so our business partners can be sure
that they can rely on PKP Energetyka, regardless of the
circumstances. For us, being a reliable partner is not only

about constantimprovement of the quality of our work and
provided services. It is also about efficient management of
natural resources, environmental protection for future ge-
nerations, and building lasting partnerships with our sta-
keholders - listening to their needs and considering the
solutions they propose.

Infrastructure resilience

We aim to build a resilient infrastructure that allows us to
supply electricity not only to the railway catenary, but also
to companies, private buildings and warehouses. We want
our investment projects to serve well for decades - we only
invest in legitimate and reliable technological solutions.
We continue to build kilometres of traction network and
modernize older sections, improving their supply parame-
ters and increasing throughput capacity. Moreover, we
drive the development of the renewable energy indus-
try, by issuing statements of conditions for connection
for photovoltaic farms and installing solar panels on our
own facilities (traction substations).
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Connection power
in the conditions for  In total RES Traction Non-traction
connection issued

2019 429,485.80 16,640.60 142,140.00 270,705.20
2020 341,921.72 12,707.02  34,552.00 294,662.70
Number of

conditions for In total RES Traction Non-traction

connection issued

Best practice

Our biggest investment projects in 2020, considering the
scope of works and the expenditure incurred (in total, over
40 km of catenary), were the three newly built Traction Sub-
stations in Ztotniki Kutnowskie, Kramsk and Karpiska. The
first two have improved the supply for the traction network
in the railway section between Warsaw and Poznan, while
the substation in Karpiska has improved the supply for the
railway line from Warsaw to Dorohusk.
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Number of completed I I
construction/modernization projects

for catenary supply facilities Best practice

In 2020, the modernized Wegliniec - Zgorzelec line was laun-

45 ched. Over the course of 19 months, we had built over 63
40 newly built km of catenary, erected 920 poles, modernized one power
39 supply station and built two new ones.
35
30 . . . .
We are experts in terms of traction lines, but it does not
25 mean that we only work for the railway industry. In 2020,
20 we took part in a tram and bus loop modernization project
executed in Szczecin. Our job was to dismantle 750 metres
15 of the existing catenary, erect 80 new traction poles, and
10 21 instal fire and lightning protection devices.
5 5
s —
0

2020 marked record investments at PKP Energetyka - the expenditure for that purpose
amounted to nearly PLN 1 bn compared to 400-450 m annually in the previous years.

port from 2019, our infrastructure - substations and sectio-
ning cabins - is subject to certification and requires relevant
permits granted by the Office of Rail Transport. By 2020, PKP
Energetyka had completed the certification process and ob-
tained permits for three executed investment projects - rou-
tes from Wegliniec to Zgorzelec, from Rembertéw to Woto-
min, and from Lublin to Stalowa Wola Rozwaddw.

In accordance with the guidelines of the Office of Rail Trans- . .

By carrying out certification processes,
PKP Energetyka actively contributes
to building the safety and coherence
of railway’s electric power system.
The certification processes allow

us to define and verify performance
parameters of the created supply
system. In a broader perspective,
specifying supply system performance
parameters and capacity is relevant

in terms of developing operational
assumptions for particular railway
lines, which globally impacts the
executed national transport policy.

Our ultimate goal is to carry out cer-
tification for all facilities executed

within the Power System Moderniza-
tion Program - MUZa Il and lll.

The certification process - carried out by independent orga-
nizations - encompasses confirmation of the supply system
parameters in terms of safety, technical compliance, and com-
patibility with the traction network, among other things. Our
facilities are subject to extensive examination, including line te-

. - . . Edyta Gtadysz
sting, short circuit tests, and verification of protection systems.

Distribution Expertin PKP Energetyka
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Business areas of PKP Energetyka Capital Group

N

Materials Services

(projects and works)
Technical standards Standards and guidelines

including acceptance guidelines
Technical assessment ( & P & )
of offers and materials Supervision of

. . execution quality
Trial operation

Assessment of contract

Monitoring of new technologies applications

and market offer

Investment projects Operation

Optimal investment Optimal operational

strategy strategy
Supervision Supervision of execution
of execution quality quality
IT Systems IT Systems

Ensuring high reliability of electricity supply for all Customer groups

Not only are power cuts annoying for the passengers, but
also challenging in terms of traffic coordination, train de-
lays and financial losses. PKP Energetyka has been con-
sistently investing for years to avoid such situations, and
if they do take place - to fix them as soon as possible. And
even though some of the failures cannot be prevented,
including those caused by extreme weather conditions,
year by year, our infrastructure becomes more and more
reliable and highly resistant even to the biggest climate
challenges.

The impressive results of our work are proven by statistics.
One of the key supply quality parameters is SAIDI (System
Average Interruption Duration Index) expressed in minu-
tes per consumer per year. Our ambition is to maximally
reduce our SAIDI, which simply translates into shorter
power cuts, and ideally the lack of them. To achieve
that, we look for innovative technical solutions, ensure
high quality of devices, and equip our facilities with remo-
tely controlled devices and intelligent elements that stre-
amline network operations and monitoring.

Since 2017,

we have reduced
our SAIDI rate
by nearly

0%
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SAIDI
2017 2018 2019 2020
354.25 185.71 176.28 145.09
Failure rate
2017 2018 2019 2020
1,600 1,354 788 621

*Number of catenary damages in group | per 1,000,000 track kilometres,
corrected 2019 data - standardization of the conversion unit.

Next step

In 2021, we will continue executing our investment projec-
ts, including the MUZa program, with the goal of adding 110
MW to the network. We will carry on works aimed at further
reduction of SAIDI - our plan for next year is to reduce power
cuts by further 9%.
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Reliable and environmentally friendly solutions

At PKP Energetyka, we understand that cutting-edge devi-
ces not only improve the quality of work, but also have a
low or, ideally, zero carbon footprint. Our material stan-
dardization process ensures their compliance with ap-
plicable norms and legal acts, among other things. We
have developed and now consistently update technical
standards defining technical infrastructure requirements.

PKP Energetyka owns lands of total surface area of
about 4.5 thousand hectares across Poland. Within a
great majority of those grounds or in the immediate vi-
cinity, different forms of environmental protection have
been enforced, including protected landscape areas, eco-
logical corridors, landscape parks, Nature 2000 areas, na-
ture reserves and monuments. One area - a plot in the vil-
lage of Downary within the Monki County - belongs to the
Biebrza National Park, which is under the protection of
the Ramsar Convention. Pursuant to relevant decisions,
these plots have been excluded from the protection to
allow us to build a power substation necessary to main-
tain the infrastructure. The substation’s operations have
a marginally negative impact on the biodiversity of the
Park, however over the next few years we are planning to
take a closer look at the possibilities of having a positive
environmental impact within these areas.

The substation's operations have a marginal
negativeimpactonthe biodiversity of the Park.
Nevertheless, in the coming years we plan to
take a closer look at possibilities of exerting
a positive influence on nature in these areas.

Form of protection

number surface area

of plots of plots [m?]
Protected landscape areas 378 11,086,541
Ecological corridors 295 10,433,396.53
Landscape parks 263 5,716,449.776
Special protection areas
- Nature 2000 105 3,104,358.752
Special areas of conservation 69 2 869 173.514
- Nature 2000 T
National parks 19 73,361.79654
Reserves 5 510,759.6838
Ecological sites 5 736,422.2972
Landsgape and nature 4 89,324.67563
protection complexes
Nature monuments 3 36,480.50833
Ramsar sites 1 3,262.970184

Best practice

In 2020, PKP Energetyka implemented a supplier qualifica-
tion system, which takes environmental protection and OHS
elements into account.

We put great attention to failures that could potentially be harmful for the environment. In every case, we check
whether a particular incident could have negatively influenced nature and how we can prevent or fix any damage

and restore the place to its initial state. Wherever necessary, we ask companies specializing in disaster recovery for
help. In 2020, we recorded five failures that could have had a negative impact on the environment - in all of the
cases, the environmental losses had been eliminated. Throughout 2020, there were no environmental sanctions

imposed on our company.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group
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g Total weight of waste depending on its type
o
o™
g Best practice 2018 2019 2020
o™
3 In 2020, we developed unified standards for compliance :':;:{,f;“:,‘f’ﬁ;‘f 239.944  457.898  527.979
with OHS and environmental protection requirements, -
describing how to properly organize waste and dangerous glveocrtr:oonuizilsg(;;ae:fm [Mg] ND ND 462.598
substance warehouses, and how to store devices conta- =~ c-mmmmmmmmomomooioo oo
ining dangerous substances, such as oil-immersed trans- Waste oil, solvents in [Mg] ND ND 45.404
formers, on the company’s premises. oo
e g w oW
The waste generated by our company mostly consists of =~ ~--oomo oo T
typical construction waste, including debris, ceramic wa- ?o?]dset}rrﬂlc%c?:r?\r)v::ti in Mgl ND ND 7612
ste, steel scrap, colour metal scrap, worn out electricand =~ =~ @ —m42—o0o—0 o -
electronic devices. These are all by-products of the con- m?gsetteh::l;:r[:nh;]? hazardous 2,717.60  3,100.48 2,166.426
struction and maintenance of the traction network as well @ ——/ L.
as modernization of substations. We have also enforced Plastics and rubber in[Mg] ND ND 14.088
our own waste management procedures across the com- ...
pany and, where necessary, we apply our customers’ pro- Weldin.g and grinding ND ND 0.122
cedures. wastF|nIMg] ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,
Pakacking in [Mg] ND ND 20.763
Waste collecting companies are verified, and the process .
of handing over the waste is formalized and documen- Electric and electronic ND ND 57.876
ted. In order to optimize our waste management system, scapinMel
which includes proper marking of the initial storage pla- Colour scrap in [Mg] ND ND 102.751
ces, in 2020 we introduced a systematic division of hazar-
dous a.nd other Yvaste into particular groups. We keep a Steel scrap in [Mg] ND ND 649.098
waste inventory in the BDO IT system managed by there- ~~  ~ ~—
spective Ministry of Environmental Protection. )
Cable scrap in [Mg] ND ND 89.615
Modernization and ND ND  1.224.255
construction waste in [Mg] yeeT
Other remaining in [Mg] ND ND 7.858
Handling of waste intended for disposal
2020
Total weight of waste that was not landfilled in [Mg] divided into
Hazardous waste 527.979
Waste other than hazardous 2,092.758
Total weight of hazardous waste that was not landfilled in tonnes broken down by recycling process 508.002
Total weight of hazardous waste that was not landfilled in tonnes broken down by other ways of recovery 19.977
Total weight of non-hazardous waste that was not landfilled in tonnes broken down by recycling process 2,078.6695
Total weight of non-hazardous waste that was not landfilled in tonnes broken down by other ways of recovery 14.088
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Total weight of waste that was landfilled,
in tonnes, broken down by waste type*

2018 2019 2020
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 3
Hazardous waste 239.944 458.898 0.000 @
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, g
Waste other than hazardous 2,044.497 2,554.387 73.668
Total weight of waste other than hazardous that was landfilled in tonnes broken
down by landfill ND ND 73.668
Waste other than hazardous ND ND 73.668

One of the environmental challenges we have been facing for
years is asbestos. The roofs of some of our older technical fa-
cilities are covered with asbestos-cement boards. Asbestos is
also present in the electric power devices operated by us or
their parts. Our goal is to eliminate asbestos-containing
products completely by December 31, 2030. Although
thanks to the implementation of the MUZa projects, the
amount of asbestos at PKP Energetyka is being consisten-
tly reduced. In 2020, we updated the inventory of asbe-
stos-containing devices and products.

Percentage of removed asbestos
2018 2019 2020

Percentage of removed asbestos
compared to the total amount 4,57 7.71 4.33
of asbestos in the company

Best practice

In 2020, we began creating a separate environmental
protection management system for our biggest invest-
ment project - MUZa. We developed environmental pro-
tection check lists and included them in the agreements.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group

*Amount of waste handed over to external entities in a particular year

Our environmental responsibility also encompasses effi-
cient resource management. A true revolution within that
scope will be brought by the Polish Green Railway pro-
gram, which we describe chapter 3 of this report. However,
at PKP Energetyka, we understand that major changes are
often composed of small steps. We do not want to miss any
opportunity to minimize our company’s carbon footprint,
and we are glad that some of the eco-friendly changes can
-asan added bonus - translate into reduction in the finan-
cial costs of our operations. An excellent example of that is
our consumption of office paper. We have calculated that
in 2020 the printing cost in our organization amounted to
over PLN 400,000. Even though we are aware that some do-
cuments - due to formal reasons - must be printed out, we
are convinced that we can significantly lower their number
at PKP Energetyka.

We have implemented the Electronic Document Circula-
tion system across the company, which has replaced many
processes, acceptances, and arrangements that previously
required paper. Now, the whole procedure can be comple-

ted electronically, and the process is archived, enabling qu-
ick access to documents without the need to print them out
and store in folders. Another solution is electronic signatu-
re, which allows us to conclude agreements without having
to print them out.

Moreover, we have launched an information campaign
among our office employees. We have developed 11 ru-
les of saving paper, which encourage not only to ponder
whether a particular document must be printed out,
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but also to go for duplex black-and-white printing, print
only specific sections, and realistically assess the num-

ber of paper copies needed.

All the paper saving activities were executed in 2020. We
are counting on great results, but detailed data will only be
available in 2021.

Best practice

In 2020, we eliminated trash cans from our office rooms. In-
stead, we provided waste segregation containers for the five
fractions in the corridors.

Best practice

Our company covers its water needs from the municipal distri-
bution network. In some cases, we use our own groundwater
tapping. We do not use surface water. Our company does not
execute any production processes that would require water
consumption - it is only used for social and living purposes.
The consumed water goes to the sanitary sewage system or
holding tanks, which are then emptied by authorized entities.
We have concluded relevant agreements with operators for
water supply and discharge of wastewater.

Besides domestic wastewater, our company does not pro-
duce any other types of sewage. To discharge rainwater and
snowmelt, where required, we have obtained all necessary
water-legal permits and comply with their requirements. Do-
mestic wastewater is discharged to the sewer network, and
wherever such an infrastructure is not available, it ends up in
airtight holding tanks.

The water consumption from all areas in m3
2018 2019 2020

groundwater in [m?] 680.2 843.15 189.4
purchased water in [m?] 42580.8 39981.52 42814.67
In total [m?] 43261  40824.67 43004.07

AT PKP Energetyka, we understand that environmental
changes do not always require financial resources - some-
times a mere idea is enough. We found that out when we
reduced the amount of plastic used in our company. Just
in 2019, we used over two million 1.5 litre plastic water
bottles. The situation changed after we had installed
water distributors at our locations. Additionally, in
2020, our employees received reusable water bottles.
Plastic bottles are still available, e.g. for the line em-
ployees, however we encourage them to fill up their

reusable bottles with water from our distributors.

62

Next step

In terms of environmental protection, years 2020-2021
were marked by the revision of our approach, an in-depth
analysis of the data we have collected so far, and a more
precise definition of PKP Energetyka’s impact on the envi-
ronment. The relevant standards and knowledge are be-
ing constantly developed, and it is worth applying them,
as they allow us to look at well-known issues from a new
perspective. Following another necessary inventory in
the second half of 2021, we will develop new goals and
roadmaps for waste, water and biodiversity manage-
ment. All that to minimize the negative and maximize the
positive impact on the environment.
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Stakeholder engagement

Each day at PKP Energetyka, we are dealing with hundreds
of companies, organizations and institutions. Our most
important stakeholders are those with whom we have
the most frequent and deepest relationships. This group
includes our employees, customers, suppliers and sub-

contractors as well as industry organizations and public
institutions. We are in constant touch not only with those
who have an impact on our business, but also with organi-
zations and institutions which will experience the influence
of our operations.

[€4-T0T 149 ‘T¥ -Z0T 1¥O)]
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Trade unions

Local communities

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group

63



Chapter 04 We are areliable partner

[GRI'102-12, 102-13]

PKP Energetyka is undoubtedly

a socially responsible company - they
have proven that on numerous occasions
by getting enthusiastically involved

in the support campaigns organized

by the PKP Group Foundation. So far,
our cooperation has brought measurable
benefits, including support for the
education of children and teenagers,

or counteracting the consequences

of the pandemic. And since our goals
within the scope of social utility and
charitable activity are coherent, | am
convinced that we will continue to join
forces with PKP Energetyka in carrying
out further initiatives.

Katarzyna Kucharek
President of the PKP Group Foundation

Organizations we belong
to or cooperate with:

1. Confederation Lewiatan

2. Polish Chamber of Producers
of Equipment and Services for Railways

. Union of Entrepreneurs and Employers
. UN Global Compact

. Chamber of Railways

. Railway Energy Efficiency Center - CEEK
. PKP Group Foundation

. Land Transport Chamber of Commerce

© 0 N O U b~ W

. Luxtorpeda Cluster
10. Pro Kolej Foundation

11. Polish Society of Transmission and Distribution of
Electricity

12. Employers of Poland

13. Railway Business Forum

14, Association of Railway Employers
15. Association of Energy Trading

16. Clean Air Foundation
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We are also aware of the relationship challenges our organ-
ization is facing. Sadly, in 2020, we recorded declines in the
NPS index, which measures opinions about PKP Energety-
ka and customer loyalty. Net Promoter Score (NPS) is an
indicator of customer satisfaction, based on their willing-
ness to recommend a particular brand, product or service.
Most companies, especially from the B2B sector, achieve
a result oscillating around zero. For us, it is a crucial meas-
ure of customer satisfaction regarding our services, which
we had managed to increase in the previous years to al-
most five, by consistently improving the quality of our ser-
vices and responding to the needs of both individual and
traction customers. 2020 was extremely challenging for the
entire industry. The COVID-19 pandemic caused signif-
icant declines in the railway traffic, even up to 50% in
some months. The whole sector was forced to make dif-
ficult business decisions and learn to operate in this new
reality. We are conviced that we emerged from this perdiod
stronger and more unitied as a sector, and our customers
appreciate the customer-oriented decisions we make, such
as the possibility of correcting the transport work schedule.
We believe that our consistent efforts to build mutual re-
lationships in accordance with our mission - “We Energize
Polish Rail”, will translate into an increase of the NPS index
in the following year.

NPS
2017 2018 2019 2020
NPS- traction
customers noresearchnoresearch 476 162
NPS- non-traction no researchno research  12.22 -9.73

customers
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The second important parameter regarding our relation-
ships with customers, which we have been measuring for
years, is SL - Service Level. It is the percentage of answered
hotline calls within a specified period of time. Until March
2020, the indicator had been calculated in the Thulium sys-
tem, and since March 2020 in the Pirios system, which al-
lows us to monitor the situation on a monthly and yearly
basis and introduce necessary corrections. What stands out

We are areliable partner Chapter 04

in 2020 is July - that is when we implemented the SAP sys-
tem within the organization, and that change contributed
to significantly worse response results. Due to numerous
system errors, an invoice format change, and a long wait
to sign an agreement, calls from customers were increased
by up to 80% compared to the same period in the previous
year. However, thanks to the measurement of this indica-
tor, we can quickly identify and fix any flaws.

The Service Level indicator in particular months of 2020

89% 36% 89%

82% I I |

01 02 03

83% 84%

78%
65%
56%
52%
0
I 1% 44%
07 10 11 12

The indicator value for the entire 2020 was 61

Next step

Our priority is to build up our Customers’ satisfaction in terms of the NPS index.
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Our 2020 sustainable development strategy review in-
volves an in-depth analysis of all business areas. We have
considered feedback from our stakeholders across the en-
tire value chain as well as expert opinions and world-class
standards. That way, we have identified the fourth area
of our sustainable development strategy, oriented at our
supply chain. We cooperate with a few thousand compa-
nies across Poland - for some of them, we are the leading
customer. This scale allows us to generate value for the
economy in the form of jobs and taxes, which goes beyond
our direct operations. At the same time, it entails a commit-
ment and a possibility of having a real impact on safety, en-
vironmental responsibility and quality of those thousands
of companies. We would not be able to become a market
leader without the support of our business partners, hence
our long-term commitment to systematize, improve and
develop practices in that area, which we have gathered into
two extensive priorities: ethics and anti-corruption as well
as purchasing policy.

We have been working with PKP Energetyka since 2017.

It is a demanding customer, but at the same time a very good
payer. We continue to monitor the ongoing cooperation,
while the implemented procedures and activities are
regularly analysed and optimized. All communication with
the company in terms of tender procedures, order execution
and other activities regarding ongoing projects is based

on the diligence and commitment of its employees. The
process of order execution is carried out without any major
reservations and with the support of PKP Energetyka’s
personnel, while the cooperation with the people assigned
to order processing for CE Ania deserves special mention.
The developed and agreed order execution procedures
facilitate and streamline the service, from the moment

of order placement to delivery. An additional asset is

the availability of the notification platform, which enables
fast registration and control of deliveries, and in the case

of offer execution and sourcing orders, access to

the purchase platform.

Krzysztof Ptak
Purchasing and Logistics Director Centrum Elektryczne Ania.

Ethics and anti-corruption

We work ethically. At PKP Energetyka, we follow a simple
principle - everyone willing to work or cooperate with
our organization has to be aware of and comply with the
Code of Ethics, which has been in force since 2018. The
document is publicly available and based on our four fun-
damental values - quality, safety, commitment and effi-
ciency. The Code ensures fair, safe and efficient work in
a friendly environment. It is in line with world-class prac-
tices, including those of the United Nations Global Com-
pact, the world’s largest corporate sustainability initiative
encouraging companies to align their operations with uni-
versal principles on human rights, labour, environment
and anti-corruption. Due to the specific nature of PKP En-
ergetyka, we place particular emphasis on the quality and
safety of our operations.
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In the first quarter of 2020,

25

people

completed training
on our ethical principles.
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Selected areas of the Code of Ethics*:

> Friendly workplace

> Equal opportunities for promotion
and professional development

» Transparent hiring policy

> Workplace safety

> Conflict of interest

» Relationships with customers

» Relationships with business partners
» Environmental protection

» Competition protection

Lwe present the principles of the Code of Ethics in more detail in our 2019 Non-financial Report

Best practice

In 2019, PKP Energetyka implemented the Register of Per-
mitted Benefits which lists all benefits worth more than PLN
200 received by the employees of PKP Energetyka.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group

We create a sustainable supply chain Chapter 05

We do not tolerate corruption at PKP Energetyka. The
company enforces its Anti-Corruption Policy, which regu-
lates the rules of accepting and giving gifts, invitations to
conferences and training trips, as well as procedures re-
lated to public procurement and purchasing. We prohibit
our employees from engaging in behaviour that informal-
ly results in an obligation to reciprocate or take/refrain
from taking specific actions. All financially appraisable
benefits (including gifts, hospitality, invitations to confer-
ences, cultural or sports events) accepted or given in con-
nection with the services provided for PKP Energetyka,
regardless of their value, must be reported to the supervi-
sor. Itis not permissible to accept financial benefits in any
currency. Moreover, 2020 marked the beginning of work
on the development of PKP Energetyka Capital Group’s
new anti-fraud policy, which required carrying out a fraud
risk assessment.

Best practice

Every individual - not just our employee - who has qu-
estions regarding ethics at PKP Energetyka or information
on potential violation of the provisions included in the
Code of Ethics can contact our Ethics Officer via an inde-
pendent electronic system - Linia Etyki, the form available
on our website, an anonymous phone call or traditional
mail. We guarantee confidentiality to those who report the-
ir concerns and protection against any forms of retaliation.

Next step

Our plans for 2021 in the area of ethics and
anti-corruption include a periodic risk assess-
ment within selected groups of our suppliers
as well as systematization and improvement
of whistleblowing procedures in case of indi-
viduals from outside of the organization. We
also scheduled intense continuation of our an-
ti-corruption training.
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Sustainable supply chain

At PKP Energetyka, we believe that what makes a com-
pany socially and environmentally sustainable is the co-
operation with socially and environmentally sustainable
suppliers. We promote the idea of sustainable develop-
ment across our supply chain, and environmental issues
were included in the Code of Conduct for Suppliers and
Contractors of the PKP Energetyka Capital Group in 2018.
We require our suppliers to not only comply with the law
and environmental protection standards, but also to take
actions aimed at minimizing the pollution, i.e. use the
resources efficiently, reduce the impact on biodiversity,
counteract climate change and implement energy-effi-
cient technologies. In 2020, the Code was updated with
new provisions regarding employee rights, fair compe-
tition and tax fairness.

In 2019, we commenced the process of implementing claus-
es concerning our environmental and social requirements
into contracts. The process was consistently executed also
in 2020. Currently, applicable provisions are included in the
contracts with 72% of nearly 240 Key Suppliers and 30%
of almost 2,300 companies that we have worked with on
a smaller scale.
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Number of suppliers between 2018
and 2000 in segments determined based
on the turnover values

2018* 2019* 2020
Segment A (80%) 46 47 49
SegmentB(15%) 265 a4  1s
SegmentC(5%)  sio 3o 2207
Razem 5512 3,315 2,535

*2018 and 2019 segment size update according to the definition applied in 2020; segments deter-
mined based on the turnover value

Best practice

Launched in 2020, our pilot supplier evaluation system ac-
commodates the possibility of implementing environmen-
tal aspects. We are also currently introducing a system
for monitoring safety standards for general contractors
of our biggest investment project - MUZ. Moreover, in
2020, we organized a Conference for the General Contrac-
tors of the MUZ Program, which explored the OHS and
Health Protection issues within the executed projects.

Investment programs and ongoing activities related to the
railway power grid maintenance require cooperation with
a few thousand suppliers every year. We want to make
this complex process maximally efficient. For that reason,
we continued to consolidate our supply chain in 2020. We
have increased the order value (by 9%), simultaneously
reducing the number of counterparties, particularly in
segment C, which features suppliers with relatively low
turnover values. We have also managed to reduce by more
than half the number of interactions with companies with
which our annual turnover was not significant. It allowed
us to get even more involved in the processes, negotia-
tions and building relationships with our key suppliers.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group

Concluded agreements with clauses regarding
environmental and social requirements:

Segment A (80%) 79%
Segment B (15%) 69%
Segment C (5%) 30%
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9%

of suppliers we worked with in 2020
were national suppliers.

We manage our supply chain through centralization, digi-
talization and implementation of unified standards. Where
economically justified, we take advantage of the scale
effect and make central purchases for different company
units. We continually test solutions that allow us to autom-
atize our logistics and warehouse processes. In order to
improve order efficiency and safety in 2020, we completed
modernization of our warehouse infrastructure (Emergen-
cy and Maintenance Warehouses) encompassing 63 ware-
houses across Poland.

Another crucial step taken in 2020 was the launch of the
IVALUA Purchase Platform, which successfully simplifies
and automatizes purchases processed by PKP Energety-
ka. We are now able to comprehensively plan and execute
all proceedings. The process is transparent, secure and ef-
fective - it enables electronic filing of documents, evalua-
tion of suppliers, reduction in the duration of proceedings
and precise measurement of key indicators, among other
things.

Our suppliers also benefit from the platform. They can
now easily find the proceedings we have conducted, deliv-
er necessary documents, monitor the whole process, ask
questions and read replies. Consequently, we managed to
reduce the amount of paper used.

Next step

For 2021, we are planning to further adjust our sustainability clauses to international standards and expand the
list of entities that work with us under such contracts. We will also be systematizing and implementing supplier
screening mechanisms oriented at their social responsibility. Moreover, we want to continue the process of dig-

italization and automatization of our supply chain. And finally, we will strive to increase team competencies in
the area of responsible purchasing policy through training and to systematize purchase categories, so it is easier
for us to make socially and environmentally responsible decisions.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group

71

[T-v0Z 149)]



We create
a resilient company

)
i (T8 TeT7 Qb |
r.
wniia] EEES @ |

B DRV -40HR) g

=




Chapter 06 We create a resilient company

We create a resilient company
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At PKP Energetyka, we are able to combine flexibility and
fast decision-making with following specific procedures
and guidelines. As a resilient company, we have implement-
ed the Integrated Management System, which allows us
to improve our services, introduce advanced organizational
and technological solutions, and enable self-development
of employees, among other things. The system is based on
the proven 1SO 9001, 14001, 45001, 50001, ISO/IEC 27001
norms and complies with Directive (EU) 2016/798 and Com-
mission Regulation (EU) 2019/779.

In 2020, PKP Energetyka’s Integrated Management System
was positively evaluated by an independent audit com-
pany. The auditors pointed out a number of operational
strengths of our organization, including;

> Defined strategic directions, e.g. implementation of the
Polish Green Railway program,

> Competence and engagement in terms of creating and
implementing the Process Architecture,

> Clear rules regarding Initiative and Idea Management,

> Using the Kaizen implementation tools and techniques
to improve the integrated management system,

> The procurement strategy and execution of activities
oriented at optimization and standardization of that
area,

> Operational activities aimed at overall improvement
through implementation of tools that support executed
projects,

> Numerous pro-environmental activities, cooperation
with local communities,

> Employee safety plan during the COVID-19 pandemic,

> Advanced and well monitored systems supporting
comprehensive protection against hazards
and network safety.
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For us, resilience is not just about a successfully imple-
mented and maintained management system. Due to the
strategic role of our company in the economy, we are com-
mitted to managing the risks effectively and putting the
utmost emphasis on cybersecurity. We are also focused
on building relationships with local communities based on
transparency, which includes open communication of our
strategy, long-term goals and indicators that allow us to
evaluate how efficiently we are implementing it.

Best practice

Since 2017, PKP Energetyka has been executing the Step by
Step program. Based on the practices of the Kaizen phi-
losophy, the initiative assumes consistent improvement of
our business, management and support processes. Step by
Step contributes to quality improvement, elimination of in-
efficiencies, proper workplace organization and overall pro-
cess optimisation.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group
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Risk management

Our business requires an efficient risk management system. We have defined our consistent approach to the risk management
process and the relevant standards in our Corporate Risk Management Policy. We monitor and identify potential threats, and then
implement control measures and take preventive and corrective actions. Our business model is adapted to the ongoing changes
taking place across all the business segments.
Below, we present the most important types of risks and mitigating actions taken by us.

Risk name

Risk of changes
in energy prices
and volumes

Market and product risks related to the prices
and volumes of products and services offered

Risk description

Actions were taken to mitigate the risk

It stems from the lack of certainty as to fu- ~ We use tools designed to analyse and control changes in energy volu-
ture levels and volatility of market prices, mes and prices. Within the scope of managing the uncertainty of the
particularly in the field of electricity and  market price level, the valuation methodologies, tools and process - for

related products.

electricity offerings - are being continuously improved by the unit re-
sponsible for valuations.

Risk of changes
in wholesale
market prices

The influence of changing
prices on contracting.

We based the electricity sales process on a safe bidding and contrac-
ting policy. According to the policy, once the customer accepts the offer,
purchases are immediately made on the wholesale market, there is no
speculative action.

Risk of changes
in prices of materials
and services

It results from the lack of certainty about ~ We are executing a long-term contracting policy for materials and services,

the future level and volatility of the mar-
ket prices of materials and services.

taking into account the currency risk, to minimize the volatility of prices of
materials and services for the companies of the Capital Group.

Environmental risks arising from non-compliance
with the law and negative environmental impact

Actions were taken to mitigate the risk

Environmental awareness is built among employees by providing training in the
field of environmental protection for both line employees and managerial staff.
Environmental publications appear regularly in the company’s internal com-
munications. There is also a regular process of assessing compliance with legal
requirements. Environmental compliance inspectors ensure that the Group’s
operations are compliant with environmental laws.

Activities for environmental protection are being improved through the im-
plemented technological and organizational solutions, ensuring efficient
and effective management of this area, as well as solutions allowing to min-
imise the effects of any leakages. Observing dangerous events results in the
implementation of solutions. Our contracts now include provisions focusing
on environmental protection. Employees also have the opportunity to report
any situations that may potentially contribute to environmental pollution or
ecological failure.

Risk name Risk description
Risk of unlawful Related to possible violations
activity resulting from the dynamics
of changes in environmental
requirements.
Risk Related to potential
of contamination environmental pollution
resulting from failures
or acts of vandalism against
infrastructure.
Risk of excessive Related to the impact
negative of the Capital Group
environmental on the environment.
impact

We conduct our business activity following applicable legal regulations and
environmental protection standards. We respect the environment and thus do
our best to minimise the negative impact of our operations on nature, while
complying with all regulations and limitations in that respect. We keep an en-
vironmental registry and take actions to reduce our negative footprint.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group
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Risk name

Risk of failure

Risk of untimely
or inadequate
quality deliveries
of materials

or services

Project risk

Railway traffic
safety risk

Risk of maintaining

Operational risks related to the implementation
of current economic processes

Risk description

Premature wear or destruction re-
sulting from the state of the equip-
ment and its excessive use.

Limited availability of suppliers
of specialized equipment and
services, unreliable quality and
timeliness of supplied materials.

It concerns execution of projects
or delays in theirimplementa-
tion.

The risk associated with the use
of carrier’s license to perform
core business activities.

The risk related to the use of the

Actions taken to mitigate the risk

For several years, we have been implementing a large-scale power sys-
tem modernization program (MUZ), which significantly improves the sta-
bility and quality of rail power supply. It results in a significant reduction
in the duration of interruptions in energy supply, which is one of the lead-
ing goals of PKP Energetyka as a traction energy supplier.

Risk minimisation in this area is based on advanced planning of individ-
ual tasks within the supply chain. Planning is coordinated and carried
out according to a schedule for deliveries to warehouses and construc-
tion sites. Additional support is provided by the development of pur-
chasing tools, reporting, computerization and standardization of these
processes.

In the Capital Group, we have implemented a program that enables pre-
cise planning and management of deliveries to the companies of the
Capital Group by external contractors

We were one of the first companies in Poland to implement the Last Planner
System - a standard that facilitates planning and monitoring of construction
projects. Thanks to this standard, all construction projects will be managed
operationally according to the same method. Currently, crucial construc-
tion projects are already covered by this system. It enables ongoing mon-
itoring of two critical parameters for execution of construction projects:
budget and schedule. To prevent the risk of hazards on construction sites
and to continually improve the craftsmanship of our employees, we have
built a training ground in Stotwiny.

As proven by the verification and supervision of the Office of Rail Transport,
we meet the stringent requirements applicable to licensed railway carriers.
As part of the supervision process, the identified risks and irregularities re-
quire implementation of appropriate risk control measures resulting from
the Safety Management System in place across the Group. A well-organised
workplace with its extensive competences and continuous development as
well as employee engagement reduce the possibility of a hazard occurring,
which contributes to the proper functioning of the railway system and has
a positive impact on entities and employees operating within this system.

The verification and supervision carried out by the Office of Rail Trans-

railway vehicles certificate of the entity respon- port confirm the compliance with the strict requirements applicable to
sible for maintenance of railway certified entities responsible for maintenance of railway vehicles. Thanks
vehicles. to the certificate and the annual visits of the supervisory authority, we
confirm that the rolling stock maintenance process carried out on our
own is at a high level.
Risk associated Deliberate disturbance of In addition to using technical and organizational safeguards, it is crucial to
with cybersecurity proper functioning of the have knowledge that helps build a culture of responsible and safe employ-
threats space for processing and ee behaviour. Therefore, a series of e-learning training courses in the field of
exchanging information cybersecurity is carried out within the framework of the Security Awareness
created by the IT systems Building Program. To increase the level of maturity, we execute the Business
in place across the Group Continuity Management System project, which reduces the risk of disconti-
and intentional interference nuity of ICT (Information and Communication Technologies) services.
in athe IT infrastructure.
Risk of losing key Rglated to th‘? supply ofemployees Employee development is a crucial investment. We have a mobile simu-
competencies with appropriate experience lator for train drivers, and we improve the skills of our electricians during
and competences, capable of classes at the training ground for work on the traction network. We contin-
performing specific tasks. ue to implement a dynamic personnel strategy aimed at ensuring the right
competences at the right place and time to carry out the Capital Group’s
operations.
76 Corporate Responsibility Report 2020 - PKP Energetyka Capital Group

Risk name

Liquidity
risk

Interest
rate risk

Risks of external
and internal abuse

Risk of VAT fraud
and tax fraud

We create a resilient company Chapter 06

Financial risks associated with
the financial management

Risk description

Related to the possibility of losing
the ability to service ongoing
liabilities and obtain sources of
financing for business activities.

It results from the potential
negative impact of changes
in market interest rates on the
Group’s financial performance.

This risk arises if a counterparty
defaults in commercial
transactions.

Related to ensuring strict
compliance with ethical standards
by employees and stakeholders.

Related to prevention of the
Group’ involvement in VAT
carousels or tax fraud.

Actions taken to mitigate the risk

The liquidity management policy ensures maintaining a safe level of cash
and credit lines, among other things. The level of liquidity is continuously
monitored over the short, medium and long term.

The companies of the Capital Group finance their activities partly from loans
bearing variable interest rates and invest free cash in financial assets, also
bearing interest according to variable interest rates. We monitor the risk of
interest rate volatility, and we respond to the increased risk by entering into
derivative instruments hedging interest rate volatility.

We have a consistent approach to credit risk, which includes agreeing with
our counterparties on provisions securing both parties and an ongoing
analysis of the cooperation and execution of the payment, to quickly identi-
fy any potential threats.

We have developed a number of regulations, including cyclical identifica-
tion of threats, a list of best practices, procedures for dealing with corruption
and fraud, as well as recommendations for their implementation. We con-
ductinformation activities for employees and contractors regarding the whi-
stleblowing system. Communication channels for informing about potential
incidents are also being developed. To build awareness among the mana-
gement staff, we regularly organize meetings for managers and training ses-
sions during which ethical issues are discussed. The Group enforced control
mechanisms to prevent abuse and monitors it on an ongoing basis. The
Code of Ethics promotes ethical standards and is supported by the applied
policies: anti-mobbing, anti-corruption and diversity.

We have enforced a supplier qualification policy to avoid cooperation with
unreliable partners in terms of VAT and identification of negative financial,
tax and reputational consequences. We ensure high-level transparency of all
our transactions.

Risk name

Risk of changes
in the regulatory
environment

Risk of functioning
at the junction

of two legal regimes -
energy law

and railway law

Environmental risks arising from non-compliance with

the law and negative environmental impact

Risk description

Related to compliance

with the requirements of the
external legal environment
and the necessity to adapt
to changing requirements.

Related to operating

at the junction of two
precisely regulated sectors,
which requires meeting the
requirements for both energy
and railway companies.

Actions taken to mitigate the risk

We adjust our internal regulations and activities to be in line with the indus-
try regulations and applicable laws. We communicate any changes in law at
all organizational levels (managers of all levels, employees). We have con-
ducted compliance reviews across the Capital Group.

The Group regularly monitors all legal requirements as well as any commu-
nications from the Regulators (the President of the Office of Rail Transport
and the President of the Energy Regulatory Office). Changes resulting from
the published communications are implemented in a proper and timely
manner at all levels of the organization.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group
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OHS risks related to potential undesirable events
(threats) related to the work performed

Cybersecurity

Risk name Risk description

Risk of potential Concerning working in

OHS incidents
related to energy works in

the field of maintenance,

modernization and construction
of the traction network, energy

facilities and LNP lines.

particularly dangerous conditions

Risk of repeatability  Understood as repeated OHS

of OHS incidents incidents that may result in losses
and consequences for the health
or life of employees.

Risk of working Resulting from the increased

extreme weather conditions
affecting the ongoing work
related to disaster recovery.

in non-standard
conditions related
to failure recovery

Actions taken to mitigate the risk

To minimise OHS incidents, especially in the field of maintenance, modernisa-
tion and construction of the traction network, energy facilities and LNP lines,
any potential threats and risks are continuously monitored and documented
in the form of an occupational risk assessment (periodically updated). We con-
tinue to consistently execute our work safety improvement program - Mission
ZERO, the goal of which is to eliminate accidents. The program encompasses
numerous aspects necessary to ensure safety, including leadership, risk mana-
gement, people, systems, safe machinery and equipment.

Thisrisk is managed by building an accident-free work environment within the Mission
ZERO program and striving to improve employee safety through implementation of
systemic measures related to prevention and increased safety communication, e.g.
safety alerts. A mechanism for analysing OHS observations is being developed to con-
duct preventive actions and engage people in managerial positions to communicate
with employees via so-called safety visits.

One of the factors influencing the quality and timeliness of works, as well as
hindering the performance of tasks, are unfavourable climatic conditions. In the
case of failure recovery in particularly difficult weather conditions, protecting
employees against external destructive factors is a priority. The Group monitors
climate threats on an ongoing basis and introduces risk control mechanisms, an
important element of which is every employee’s right to suspend work in the
event of a threat to health or life.

Next step

In 2021, we will carry out a periodic analysis of threats, extended to include evaluation of their social, environmental

and organizational impact.
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Behind every watt of energy sent within our catenary there
is cutting-edge technology. Computers and advanced IT
systems are involved in every area of PKP Energetyka’s
operations - they support the work of our dispatchers,
line employees and offices to a great extent.

SCAD

\4

SCADA also supports
our biggest investment
project, the Power System
Modernization
Program - MUZa.

Our new facilities
required advanced dispatching,
while our previous system,
created for other sizes and
assumptions, could not
accept additional controlling
equipment.
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Secure transmission lines

The security of our IT system is a fundamental strategic
issue not only for our company, but also for entire Poland.
At PKP Energetyka, we implement proven solutions aimed
at protecting our network, while our IT services make sure
that all the protection measures are up-to-date and in line
with current knowledge and best market practices. The
details of those measures - for obvious reasons - remain
confidential.

One of the key solutions applied by our company is the
Supervisory Control and Data Acquisition system (SCA-
DA) for monitoring the network in real time. In 2020, we
continued to implement it across the entire organization.
SCADA successfully improves the security and flexibility of
the railway power grid - it supervises the electricity sup-
ply process by means of monitoring and managing the
distribution network. It translates into immediate han-
dling of interruptions and failures - the system allowed us
to not only reduce the number of dispatch centres (from
22 to 4), but also to replace different areas from anywhere
in Poland. If one of the dispatch centres stops working, for
any reason, thanks to SCADA, we are able to direct net-
work traffic remotely from any other location.

Best practice

2020 marked the launch of the SCADA Lite system, which
allows selected employees of PKP Energetyka to access the
SCADA system via a web browser.
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Secure data, documents and conversations

In 2020, we implemented the DLP technology across
PKP Energetyka, which protects sensitive data against
leaks. The new solutions include information the sensi-
tivity of which results from both business (e.g. contracts,
invoices, financial data) and legal reasons (e.g. personal,
medical and technical data). DLP detects sensitive data in
the network traffic (intelligent traffic scanning), classifies
and tags local system files based on the content of sensitive
data, and then monitors the process of sending these files
via the network or saving them on external carriers. The
implemented solutions prevent sensitive data from being
saved on unauthorized carriers and monitor sending them
via email or cloud services. At the same time, DLP can en-
crypt sensitive documents in real time, so they never leave
our organization in an unencrypted form.

PKP Energetyka’s IT security rules have recently gained
even more significance due the pandemic and remote
working. We have enforced a special procedure for office
work performed outside of PKP Energetyka’s location. Prior
to logging in to the business systems of our organization,
every employee has to first establish a secure connection
with PKP Energetyka’s network via a special app. We were
repeatedly reminding our people about the new rules
across our internal communication channels.

March 2020 also marked the launch of a new platform that
allows employees to organize conference and video calls
within our company computer network. This system signif-
icantly improved communication between the geographi-
cally scattered working teams. The new tool allows us to
work more efficiently in the current situation caused by
the coronavirus. Conference calls can be scheduled by all
authorized employees and co-workers. Currently, the au-
thorization has already been granted to the management
and selected people whose responsibilities require regular
communication with scattered teams.

Best practice

In 2020, we commenced the e-Kancelaria (e-Administra-
tion) project, the goal of which is to maximally eliminate
paper correspondence across the company, including in-
coming, outgoing and internal correspondence. Once it is
fully implemented, the project will streamline and stand-
ardize the correspondence-related processes at PKP Ener-
getyka. A central correspondence repository will also be
created, while data security will be ensured by an access
control system for processed letters and notices.

Next step

Our priority is to raise employee awareness in
terms of cybersecurity. In 2021, we will begin
the CyberSecure campaign to educate our
people on these matters. Our long-term goal
is to reach the likelihood rating for undesired
behaviour of less than 6% by 2024. We hope
that the first educational activities carried out
at the end of 2021 will result in lowering that
rating below 24%.
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Transparency

!

At the PKP Energetyka Capital Group, we believe that
measured things are easier to manage. For that reason, we
continue to improve the tools and indicators that allow us
to evaluate whether we are going in the right direction in
terms of both business and sustainability. In 2020, we re-
viewed our ESG strategy to explore new areas and set
new goals and indicators in accordance with the highest
standards. We redefined our priorities and became aware
of our weaknesses, but 2021 will be the year that will reveal
our starting point and determine our ambitions.

w

g
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Best practice

In 2020, besides publishing our non-financial report for
2019, we also for the first time took part in the assessment
conducted by the international EcoVadis agency, which
provides ratings services to companies from around the
world within the scope of business, sustainable develop-
ment and supply chain transparency. As a result of the
audit, we have received the EcoVadis Silver Medal for
our sustainability activities. The sustainability rating con-
ducted at PKP Energetyka put the company in the 89th
percentile, which means that it scored higher than 89% of
the other entities from around the world assessed by Eco-
Vadis. In the certification process, each company is award-
ed from 0 to 100 points in four areas: environment, social,
ethics and supply chain.

= siverll
[ 2020
: ecovadis

Sustainability &
Rating

Next step

This is our third non-financial report developed
based on the GRI methodology, but we will join
other international initiatives over the next years.

Corporate Responsibility Report 2020 - PKP Energetyka Capital Group 81



~Pomiar napigcia

afd
S
O
Q.
QO
el
Q
i -
fd
afd
-}
O
0O
<

Pole zasilajgce z TR1

(G

rezerwa

—
(<]
=
1=
<o §
o
co |
(4p)
a |
=.
=
o |
= |

-
G 4

£




Chapter 07 About the report

[GRI 102-46, GRI 102-47, GRI 102-48, GRI 102-49, GRI 102-50, GRI 102-51, GRI 102-52, GRI 102-54, GRI 102-56]

About the report

This report is the third sustainability report of the PKP Ener-
getyka Capital Group. The document has been developed
in accordance with the global GRI Standards: Core option. It
covers the period from 1.01.2020 to 31.12.2020, unless stated
otherwise in the contents.

The report includes corrections/important changes regarding
previous years, resulting from an upgrade of the methodology
applied by PKP Energetyka to measure energy consumption
[GRI 302-1], water [GRI 303-3], greenhouse gas emissions [GRI
305-1], waste [GRI 306-3], custom indicator NPS, SL, and fail-
ure rate. Each of the indicators the previous value of which has
changed is marked to explain the reason for the differences.

The report was verified internally and subjected to an inde-
pendent audit. It explores all the identified topics relevant
in terms of PKP Energetyka’s sustainable development. The
company’s operations have been extensively analysed, taking
into account its impact on the society, economy and environ-
ment. When defining the issues to be discussed in the report,
four GRI content principles were followed: Sustainability Con-
text, Stakeholder Inclusiveness, Materiality and Complete-
ness. The document was developed in accordance with the
following GRI Standards: 101, 102, 103, 203, 204, 205, 302, 304,
305, 307, 401, 404, 405, 406 from 2016 303, 403 from 2018 and
306 from 2020.

For the selected data, benchmarking analysis was carried out to
compare the reported year with 2018 and 2019.

The axis of PKP Energetyka’s 2020 sustainability report are the
issues included in the Strategy 2030 and Sustainable Develop-
ment Strategy implemented in 2020, which outline the direc-
tion of our activity for the next few years. The report has been
divided into chapters corresponding to the strategic plans of
PKP Energetyka - which are as follows:

84

Our corporate responsibility

> Strategy 2030

> Sustainable development

Safety

> We ensure a safe, friendly and inclusive workplace
> Employee health and safety

> Diversity in the workplace

> Employee engagement

> Philanthropy

We power the energy transition

We are areliable partner

> Infrastructure resilience

> Reliable and environmentally friendly
> Stakeholder engagement

Our supply chain

> We create a sustaianble supply chain
> Ethics and anti-corruption training

> Sustainable supply chain

We create aresilient company

> We create a resilient company

> Risk Management

> Cybersecurity

> Transparency

This report is a result of the commitment of many different

people, including above all our:

> employees of all levels, who took part in the preparatory
work, filled out surveys, participated in workshops and pre-
pared data for the report,

> external partners consulting and preparing the contents
from INSPIRED|Corporate Responsibility.

We would like to sincerely thank all those whose knowledge
and effort contributed to the development of this report. We
are looking forward to the questions and suggestions from the
readers.
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GRI index

Index Index Level Page
number name of reporting number
GRI 102: (General disclosures 2016)

GRI102-1 Name of the organization Full 10
iz b pocsmdsas o -
s et o 0
s wondtemos o -
s owewpmdeptom w o .
e s W o -
it seoteopmmon  mew -
GRI102-8 Information on employees and other workers Full 31
wrs  seeyaam w o .
N ———————— wosgnfcntchngss 10
N W wmr
s ewtee W s
s wembepotscmos o wo
winm  smenettomemordessonmer w5
s Kmpenmamowotnses w o .
I o e
it wemmsraemonemssboteis W oo
i s o .
s ossgmngmers W o -
N ———————— o -
T o -
i  sdsedegen W .
T ——
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GRI102-42 Identifying and selecting stakeholders Full 63 GRI 205-2 Communication and training about anti-corruption policies and procedures Full 68
GRI102-43 Approach to stakeholder engagement Full 63 GRI 205-3 Confirmed incidents of corruption and actions taken Full 68
GRI 102-44 Key topics and concerns raised Full 22 GRI 302: Energy 2016
GRI 102-45 Entities included in the consolidated financial statements Full 10 GRI 302-1 Energy consumption within the organization Full 52
GRI 102-46 Defining report content and topic Boundaries Full 22 GRI1302-3 Energy intensity Full 52
GRI 102-47 List of material topics Full 22 GRI 302-4 Reduction of energy consumption Full 52
GRI 102-48 Restatement of information No significant changes 84 GRI 303: Water and effluents 2016
GRI 102-49 Changes in reporting Full 84 GRI303-1 Interactions with water as a shared resource Full 62
GRI102-50 Reporting period Full 84 GRI 303-2 Management of water discharge-related impacts Full 62
GRI 102-51 Date of most recent report Full 84 GRI 304: Biodiversity 2016
GRI 102-52 Reporting cycle Full 84 GRI 304-1 \Cl)apl3;a2i3tr;?:izigizsevz:ee(jd;Ilz:sed, managed in, or adjacent to, protected areas and areas of high biodiversity Full 59
GRI102-53 Contact point for questions regarding the report Full 89 GRI 304-2 Significant impacts of activities, products, and services on biodiversity Partly 59
EZ?JS?SJE??J GRI 305: Emissions 2016
GRI 102-54 Claims of reporting in accordance with the GRI Standards wifﬁig;dgglce 84
g?rgdoa;;?izzn. GRI 305-1 Direct (Scope 1) GHG emissions Full 53
GRI 102-55 GRI content index Full 84 GRI 305-2 Energy indirect (Scope 2) GHG emissions Full 53

The report has
GRI 102-56 External assurance been verified 84 GRI 305-3 Other indirect (Scope 3) GHG emissions Partly 53
by external auditor.

GRI 103: Management approach 2016 GRI 305-4 GHG emissions intensity Full 53
GRI 103-1 Explanation of the material topic and its boundaries Full 22 GRI 305-5 Reduction of GHG emissions Partly 18
GRI 103-2 The management approach and its components Full 22 GRI 306: Effluents and waste 2020

GRI1103-3 Valuation of the management approach Full 22 GRI306-1 Waste generation and significant waste-related impacts Full 60
GRI 203: Indirect economic impacts 2016 GRI306-2 Management of significant waste-related impacts Full 60
GRI203-1 Investments in infrastructure and services Full 56 GRI 306-3 Waste generated Full 60
GRI 204: Procurement practices 2016 GRI 306-4 Z?iili:gg;tbzfc‘g?nsiggi:i? ILc;nijisstz'osal in metric tons, and a breakdown Full 60

. . . . Total weight of waste directed to disposal in metric tons,

GRI 204-1 Proportion of spending on local suppliers of products and services Full 71 GRI 306-5a and a breakdown of this total by composition of the waste Partly 61
GRI 205: Anti-corruption 2016 GRI 307: Environmental compliance 2016

GRI 205-1 Operations assessed for risks related to corruption Full 68 GRI 307-1 Non-compliance with environmental laws and regulations Full 59
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GRI 401: Employment 2016

GRI 401-1 New employee hires and employee turnover Full 40
GRI401-2 Benefits provided to full-time employees that are not provided to temporary or part-time employees o 45
GRI 403: Occupational health and safety 2016

GRI403-1 Occupational health and safety management system Full 32
GRI1403-2 Hazard identification, risk assessment, and incident investigation e 32
GRI403-3 Occupational health services o 36
GRI 403-4 Worker participation, consultation, and communication on occupational health and safety e 32
GRI 403-5 Worker training on occupational health and safety o 36
GRI 403-6 Promotion of worker health o 38
GRI 403-7 Prevention and mitigation of occupational health and safety impacts directly linked by business relationships o 32
GRI 403-8 Workers covered by an occupational health and safety management system o 32
GRI 403-9 Work-related injuries o 37
GRI 404: Training and education 2016

GRI 404-2 Programs for upgrading employee skills and transition assistance programs Full 43,44
GRI 404-3 Percentage of employees receiving regular performance and career development reviews oy 43
GRI 405: Diversity and equal opportunity 2016

GRI 405-1 Diversity of governance bodies and employees Full 42
GRI 406: Non-discrimination 2016

GRI 406-1 Incidents of discrimination and corrective actions taken Full 41
Custom indicators:

Employee engagement rate 43
Number of people who undertook development activities other than compulsory training. 45
bygenderand employmentstructure

Number of accidents broken down by type of accident 37
——ekkkke 37
Nomberofpotental meidents peciient ety 37
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SAIDI (System Average Interruption Duration Index) 58
e e (mber o lres o he acton network nthe rovp per 1000000 rackklometes 58
smebeme s 64
L (servce Lovel, (percenigeof ol momeredonmeomng et 65
mberofemomenataccsens 59
robestos ncx mountof scheston emoved nrelaton ol sbestos mthecomeny 61
memmeton 62
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Feel free to contact us and send your feedback to:

Krzysztof Kietminski
Communications Office Director
k.kielminski@pkpenergetyka.pl
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Communications Office
PKP Energetyka S.A.
Hoza 63/67
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CERTWED EXCELLENCE I EMPLOYEE

Dear Sirs,

PKP Energetyka has been a member of the United Nations Global Compact for over 4 years. For our
company, it has been four years of pride in belonging to the world's largest initiative focused on business
that promotes sustainable development within the scope of human rights, labour standards,
environmental protection, and anti-corruption. We believe that the Global Compact is the best possible
place to jointly confront the modern world's critical problems.

However, 2020 was an exceptional time. A time when millions of companies worldwide were forced to
test their values, principles and measures of social responsibility. Today, | can proudly say that PKP
Energetyka has passed the test, which the COVID-19 outbreak undoubtedly was, with flying colours.

During the pandemic, our trains did not stop running, and millions of passengers and hundreds of
millions of tons of goods arrived safely and on time. Employee engagement was crucial for ensuring the
continuity of critical infrastructure operations. Thanks to the deep sense of responsibility of the
employees of PKP Energetyka, the introduced procedures worked, and our company was providing its
services continuously, at a very high level. Remote work, so much desired in the times of social isolation,
was and still is impossible for a large part of our employees. Thanks to the entire team's effort, we
managed to secure the continuity of energy supplies and, thus, maintain rail traffic in the country. The
flexibility of PKP Energetyka's management in the pandemic era translated into quick decision making
and significant changes in adjusting the company's structure to the new conditions.

We have prioritised the health, safety and well-being of our employees. Not only did we provide
everyone with the necessary security measures, but also ensured two-way communication with the
workforce. We increased the management availability and organised a series of webinars, online
workshops and chats. Our goal, which we think we managed to achieve, was to make sure that no
doubts among employees remained unanswered by the company.

The year of the pandemic did not hinder PKP Energetyka's investments. Quite the contrary, the
expenses for this purpose were the highest in the company's history - 1 billion PLN compared to 400-
500 million in the previous years. Our investment program encompasses constructing almost 200
electrical facilities across Poland, which will supply new and modernised railway routes.

Despite many challenges, 2020 was the year in which we created the 2030 integrated strategy with
a new sustainable development scheme — a document outlining the company's strategic activities for
the next decade. Over 200 employees and key managers from all levels and functions were involved in
the process. The way we worked was unique, as 90% of our activities took place online, but it was very
interactive. Thanks to this, people from all over the country participated in a several-month cycle of
discussions about the company's development directions. The pillars of the new strategy are More
Power (continuation of the investment program in infrastructure and security of supply), More Quality
(quality improvement by striving for operational excellence), Greener (willingness to minimise the carbon
footprint generated by railways in Poland through the program of supplying railways from renewable
energy sources), and More Employee Engagement (actively involving them in the strategic projects and
works on the development vision of the company).

GRUPA KAPITALOWA PKP ENERGETYKA
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Dear Sirs,

At PKP Energetyka, we are convinced of the need to promote ethical behaviour to build long-term and
positive relationships inside and outside the organisation to ensure our company's position as a reliable
business partner.

The presented report is another Annual Communication on Progress of PKP Energetyka. We present
the company's foremost initiatives, which come under the priority areas of the United Nations Global
Compact activities.

We wish you a pleasant reading,

Wojciech Orzech

President of the Management Board of PKP Energetyka
Human Rights

1. Businesses should support and respect the protection of internationally proclaimed human
rights;
2. Make sure that they are not complicit in human rights abuses.

The business success of PKP Energetyka is built on the knowledge and experience of nearly five
thousand employees, with whom we have created relationships based on openness, honesty and
mutual trust. We are convinced of the necessity to respect and support all recognised human rights, and
our conviction is reflected in internal documents binding the entire workforce.

The entire organisation is bound by our Code of Ethics. Each employee is obligated to get familiar with
its provisions and comply with them in everyday work. The Code of Ethics is a set of rules of conduct -
related to respect for human rights - and allows employees to see what kind of behaviour we do expect
in our organisation. The cyclical training system ensures the knowledge and proper understanding of
the principles. The training is compulsory and repeated at least once every two years. In 2020, 252
people participated in training sessions on ethical principles at PKP Energetyka.

We recommend every employee, who notices a violation of the Code of Ethics in their environment, to
safely and anonymously report this fact through the Ethics Line, an intranet system for accepting reports
of ethical violations, operated by an external company. Information can also be submitted via e-mail or
by phone. We protect all employees who report irregularities from any form of retaliation.

Moreover, the company has its own Anti-Mobbing Commission; their purpose is to analyse the cases
and signals reported by employees and to take action to eliminate any disturbing events. We do not
tolerate any form of harassment or abuse, both physical and mental. We do not accept nepotism.

Due to the specific nature of our company, work safety remains our top priority. Safety is also one of the
pillars of our organisation, built with the involvement of all employees. We regularly update all
procedures and make sure that they are transparent and understandable to every employee. Work
safety is also part of PKP Energetyka’s identity, and the issues related to the employees' safety rights
are included in the Code of Ethics. At the same time, our company constantly provides training for our

GRUPA KAPITALOWA PKP ENERGETYKA
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employees and tools required for safe work. Our goal is to achieve and sustain accident-free operations
in a safe workplace.

Labour

3. Businesses should uphold the freedom of association and the effective recognition of the right
to collective bargaining;

4. The elimination of all forms of forced and compulsory labour;

5. The effective abolition of child labour; and

6. The elimination of discrimination in respect of employment and occupation.

At PKP Energetyka, only competences count. We do not accept discrimination against co-workers,
clients and contractors due to age, gender, disability, race, religion, sexual orientation, nationality, origin,
or political or trade union activity. In the diversity of our workplace, we see strength and opportunities
for our company. We ensure respect and tolerance for each person and their uniqueness. We treat all
employees equally, and we believe that the development of their competencies and knowledge is only
possible under such conditions. Diversity in PKP Energetyka promotes mutual learning and building
a culture of openness. A diverse team also means a better understanding of a client's needs, which
allows us to achieve a competitive advantage. Our approach to diversity is described in the Diversity
Policy implemented in 2020.

At PKP Energetyka, we care about equal and understandable conditions for recruiting new employees.
Our recruitment policy precisely defines the terms and conditions for the recruitment and selection
process as well as hiring new employees or changing job positions. Internal recruitment has priority in
the company. We use our employees' potential, we promote their experience, and we invest in their
development. During the recruitment process for an available position, we first check whether we can
offer this placement to a person working in our organisation. Only when there are no internal applicants
or candidates meeting the required competencies do we start looking for people from outside of PKP
Energetyka and using the Employee Recommendation Program. This system allows our employees to
identify who, in their opinion, matches our company's specifics.

In 2020, 197 processes were part of internal recruitment; the result was a change of job position or
professional development for 45 employees, while 20 employees joined us from the Employee
Recommendation Program.

We give our employees full freedom of association. Our company has two inter-company representative
trade unions. Regular meetings with trade unionists allow us to develop solutions that are crucial not
only for the company, but also for the staff. A good example are the meetings of health and safety
committees, in which the representatives of trade unions and company social inspectors actively
participate.
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Best practice

In the times of the COVID-19 pandemic, our top priority is to protect our employees against
infection and to create a work system that supports and motivates. All employees were
provided with the necessary hygiene and personal protective measures. Soon after the
outbreak of the pandemic, we started working with experts from the Medical Rescue Center
who took part in operations in the first pandemic-affected region of Europe, Lombardy. This
made it possible to quickly adapt the company’s operations to the new conditions, by
introducing not only remote work or regularly operating crisis management, but also two-
way communication mechanisms. We launched a new platform - ‘Let’s Stay in Touch’,
where the employees regularly provided feedback on their sense of security or the support
of their superiors.

In the face of the coronavirus, we decided to communicate transparently. From the very
beginning, we provided employees with all company-related pandemic data; using charts to
show trends, sending SMS messages, opening a special section in the intranet dedicated to
the pandemic, creating a hotline and securing psychological help.

We proudly announce that our actions have been appreciated by our employees. The
cyclical engagement survey showed an increase of 6 percentage points, from 65% to 71% -
this is our highest result in the last 5 years. Compared to the companies from all sectors, we
are in the top 25% of the best organisations.

The high level of employee engagement and participatory organisational culture of PKP
Energetyka have been recognised by the Top Employers Institute. In 2020, our company
was honoured with the prestigious Top Employer title for the third time in a row.
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Total number of newly hired employees

2018 2019 2020
Women 70 46 40
Men 152 202 105
Total 222 248 145
2018 2019 2020
under 30 years old 99 113 64
30-50 111 129 76
over 50 12 6 5
Total number of employees who have left the company
2018 2019 2020
Women 118 52 138
Men 596 311 654
Total 714 363 792
2018 2019 2020
under 30 years old 56 47 44
30-50 236 182 225
over 50 422 134 523
Number of employees
2018 2019 2020
Women 568 555 467
Men 4414 4288 3837
Total 4982 4843 4304

Type of employment

Employment contract for an indefinite period

2018 2019 2020
Women 496 509 433
Men 4255 4073 3684
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2018 2019 2020
Women 72 46 34
Men 159 215 153
Type of employment
Full-time
2018 2019 2020
Women 555 540 454
Men 4386 4265 3821
Part-time
2018 2019 2020
Women 13 15 13
Men 28 23 16

Employees by categories: age, gender, national minorities, other indicators

Managers
2018 2019 2020
Women 51 61 56
Men 387 377 346
Total 438 438 402
2018 2019 2020
under 30 years old 8 9 13
30-50 274 275 260
over 50 156 154 129
2018 2019 2020
Foreigners 1 1 1
Nationalities American American American
2018 2019 2020
Disabled 1 1 1
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Other employees

2018 2019 2020
Women 517 494 411
Men 4027 3911 3491
Total 4544 4405 3902
2018 2019 2020
under 30 years old 306 310 273
30-50 1886 1710 1510
over 50 2352 2385 2119
2018 2019 2020
Foreigners 0 0 0
Nationalities
2018 2019 2020
Disabled 10 17 18

Environment

7. Businesses should support a precautionary approach to environmental challenges;
8. Undertake initiatives to promote greater environmental responsibility; and
9. Encourage the development and diffusion of environmentally friendly technologies.

At PKP Energetyka, we always work in line with all environmental regulations. Additionally, we
implement solutions beyond the mandatory standards. The company created an Environmental
Program, and the organisation's priorities are:

e Reduction of harmful emissions to the atmosphere

e Improvement of environmental awareness through employees

e Protection of soil and water against pollution

e Reduction of electricity and heat consumption

e Removal of asbestos-containing products

We regularly provide environmental reviews, monitor the compliance of our activities with standards,
and secure comprehensive waste management. In 2020, we reported six environmental failures, but
their effects have been completely removed, and the infrastructure has been repaired and improved to
minimise the risk of similar occurrences in the future.

We promote the idea of sustainable development in our supply chain, which is described as
environmental issues in the Code of Conduct for Suppliers and Contractors of the PKP Energetyka. For
carrying out orders, we implemented a procedure aimed at fulfilment of environmental protection
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requirements. We defined environmental clauses that should be included in signed contracts. All
employees involved in procurement procedures are obligated to include appropriate environmental
provisions in signed contracts. In 2020, PKP Energetyka had 9,600 suppliers in group A and B
(responsible for 95% of expenses), including 325 key suppliers. In the vital group, the number of signed
contracts containing environmental and safety clauses increased from 33% (2019) to 72% (2020). In
the upcoming years, the process will cover more groups of our business partners.

To reduce our negative impact on the environment, we modernise our boilers and car fleet. We also
encourage employees to directly report any situation that may contribute to environmental pollution and
environmental failure. The company has a dedicated application for reporting health, safety and
environmental protection incidents.

We support the development of environmentally friendly technologies. Our vision is the Polish Green
Railway — zero-emission rail transport powered by clean energy. We believe that thanks to this, Polish
trains can remain an attractive and competitive means of transportation in the changing world and even
strengthen the position of the entire company.

In 2020, we also created a new sustainable development strategy for PKP Energetyka. As part of this
process, we once again analysed our impact on the environment, the local community, the whole market
and our employees. As a result, we defined five fundamental factors and 16 strategic initiatives within
which we set out ambitious goals for PKP Energetyka for the upcoming years, including achieving
climate neutrality by 2030.

Anti-Corruption
10. Businesses should work against corruption in all its forms, including extortion and bribery.

At PKP Energetyka, we understand that the safety of thousands of our employees and millions of Polish
railway passengers depends on the quality of the products and services we purchase. The decisive
criterion for decision making in terms of purchase or new cooperation is quality. We do not tolerate any
form of corruption. The prohibited and allowed behaviours are clearly defined in the Anti-Corruption
Policy adopted alongside the Code of Ethics. This document precisely outlines the rules for accepting
and giving gifts, invitations to conferences and training trips, as well as procedures related to public
procurement and purchasing goods and services.

Our golden rule described in the Anti-Corruption Policy is the prohibition of behaviours that informally
result in an obligation to reciprocate or take/refrain from taking specific actions. In 2019, PKP Energetyka
also implemented the Beneficiary Register System. The compliance with all applicable laws and
regulations is monitored by the Compliance function established in 2017 as part of the Risk Management
and Regulation Office. In the last two years, 80% of our managers and 82% of administrative staff
completed anti-corruption training.

GRUPA KAPITALOWA PKP ENERGETYKA

PKP Energetyka S.A. Sad Rejonowy dla m. st. Warszawy
ul. Hoza 63/67 XII Wydziat Gospodarczy
00-681 Warszawa Krajowego Rejestru Sgdowego

tel. +48 22 39 190 00 numer KRS 0000322634
fax +48 22 47 414 79

NIP: 526-25-42-704

REGON: 017301607
energetyka@pkpenergetyka.pl kapitat zaktadowy: 844 885 320,00 zt
www.pkpenergetyka.pl (wptacony w catosci)
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Limited assurance on specified parts of the Sustainability Report

We have been engaged by the Directors of PKP Energetyka S.A. based in Warsaw, Hoza 63/67 Street
(“Company”) to provide limited assurance in respect of the Assured Sustainability Parameters
(“Parameters”) as identified below for the year ended 31 December 2020. The Assured Sustainability
Parameters are included in the “Corporate responsibility report PKP Energetyka Capital Group” for the
year ended 31 December 2020 (the “Sustainability Report”).

The Limited Assurance Sustainability Parameters covered by our limited assurance engagement are:

e Data regarding employees and other persons providing work for the organization;

e Energy consumption in the organization;

e Total water consumption;

e  Water consumption;

e Total direct greenhouse gas emissions (scope 1);

e Total indirect greenhouse gas emissions (scope 2);

e Total mass of waste by type;

e Newly hired employees(according to age — up to 30, 30-50, 50+, sex, region) — number and rate;
e Number of accidents at work;

e Percentage of employees receiving regular quality and career development reviews;
e LTIFR (Lost Time Injury Frequency Rate);

e SAIDI (System Average Interruption Duration Index);

e Number of environmental failures;

e Asbestos rate (the amount of asbestos removed in relation to total asbestos in the Company).

Management's responsibility

Management are responsible for the preparation and presentation of the Limited Assurance Sustainability
Parameters in accordance with the guidelines and methodology defined int the Sustainability Report.
These responsibilities include establishing such internal controls as management determines are
necessary to enable the preparation of the Limited Assurance Sustainability Parameters that are free from
material misstatement whether due to fraud or error.
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Our responsibility

Our responsibility is to carry out a limited assurance engagement and to express a conclusion based on
the work performed. We conducted our engagement in accordance with International Standard on
Assurance Engagements (ISAE) 3000, Assurance Engagements other than Audits or Reviews of
Historical Financial Information, issued by the International Auditing and Assurance Standards Board.

That Standard requires that we plan and perform the engagement to obtain limited assurance about
whether the Limited Assurance Sustainability Parameters are free from material misstatement.

The firm applies International Standard on Quality Control 1 and accordingly maintains a comprehensive
system of quality control including documented policies and procedures regarding compliance with
ethical requirements, professional standards and applicable legal and regulatory requirements.

We have complied with the independence and other ethical requirements of the International Ethics
Standards Board for Accountants’ International Code of Ethics for Professional Accountants (including
International Independence Standards) (IESBA Code), which is founded on fundamental principles of
integrity, objectivity, professional competence and due care, confidentiality and professional behavior.

Our limited assurance engagement on the Limited Assurance Sustainability Parameters consisted of
making enquiries, primarily of persons responsible for the preparation of the Limited Assurance
Sustainability Parameters, and applying analytical and other procedures, as appropriate.

These procedures included:

e Enquiries of management to gain an understanding of internal control system to enable
preparation the Sustainable Report

e Interviews with management and relevant staff at corporate and selected site level concerning
sustainability strategy and policies for material issues, and the implementation of these across the
business;

e Enquiries of relevant staff at corporate and selected site level responsible for the preparation of
the Limited Assurance Sustainability Parameters;

e Comparing the Limited Assurance Sustainability Parameters to relevant underlying sources on a
sample basis to determine whether all the relevant information has been appropriately included
in the Sustainability Report;

e Verification of calculation correctness of selected Parameters.

The procedures performed in a limited assurance engagement vary in nature and timing from, and are
less in extent than for, a reasonable assurance engagement, and consequently the level of assurance
obtained in a limited assurance engagement is substantially lower than the assurance that would have
been obtained has a reasonable assurance engagement been performed. Accordingly, we do not express
a reasonable assurance conclusion on the Limited Assurance Sustainability Parameters.
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Conclusion

Our conclusion has been formed on the basis of, and is subject to, the matters outlined in this report.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our
conclusions.

Based on the limited assurance procedures performed and the evidence obtained, as described below,
nothing has come to our attention that causes us to believe that the Limited Assurance Sustainability
Parameters, as defined above, for the year ended 31 December 2020, have not in all material respects,
been prepared and presented in accordance with the guidelines and methodology described in the
Sustainability Report.

(PG ADVisoRY ol 2 Ogromummne maahm;o\ b

Warsaw, 30th June 2021
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