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I. Group profile

1. Legal basis
The Management Board’s Report on the Company’s Activities was prepared pursuant to § 91 section 5 and 6 of the Finance
Minister’s Ordinance of 19 February 2009, Journal of Laws No. 33, item 259 (“Ordinance”) and the Accounting Act of 29
September 1994 - Journal of Laws of 2013, item 330 (the "Act").

2. Group characteristics
The parent company of KOGENERACJA Group (“Group”) is Zespół Elektrociepłowni Wrocławskich
KOGENERACJA S.A. (KOGENERACJA S.A., “Parent Company”, “Company”), joint stock company registered in
Poland. having its registered office in Wrocław at Łowiecka 24.

Zespół Elektrociepłowni Wrocławskich KOGENERACJA S.A.
Address:
Phone:
Fax:
Website:
E-mail:
REGON:
NIP:
KRS:

ul. Łowiecka 24, 50-220 Wrocław
71/32-38-111
71/32-93-521
http://www.kogeneracja.com.pl
kogeneracja@kogeneracja.com.pl
931020068
896-000-00-32
0000001010

The Company comprises four production plants:
 Wrocław Heat and Power Plant, located in Wrocław at ul. Łowiecka 24
 Czechnica Heat and Power Plant located in Siechnice near Wrocław
 Zawidawie Heat Plant, located in the southern part of Wrocław, Psie Pole district
 Tri-generation Plant located in Wrocław, Muchobór district
The plants have a total electric power of 365.8 MW and heat power of 1,086.3 MWt, which puts them in the top position among the
industrial CHP plants.
Both heat and power plants are the central heat sources for Wrocław and its surroundings, providing the city with heating,
domestic hot water and industrial heat as well as with electricity as part of the national energy infrastructure. Heat and
electricity are produced in co-generation, which ensures that the average yearly production capacity is high and the chemical
energy of the primary fuels is the most effective in the sector.
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3. KOGENERACJA Group
a. Ultimate parent
KOGENERACJA S.A. and its subsidiary EC Zielona Góra S.A. were in the reporting period consolidated by EDF S.A.,
France, using the line-by-line method.
EDF S.A. is an integrated entity with a presence in all branches of the power sector: generation, transmission, distribution,
trading and sale of energy. EDF is Europe’s largest electricity producer. In France, EDF Group produces energy mainly
using nuclear power plants and water power plants. 95.9% of the energy they produce does not result in CO2 emissions. In
France, the energy transmission and distribution companies from EDF Group use 1,285,000 km of overhead and cable
medium and high-voltage lines and 100,000 km of high and highest-voltage lines. The Group provides energy and other
services to 28.5 million customers in France. In 2013, the Group’s revenues amounted to EUR 75.6 billion, including 46.8%
generated outside of France. EDF is listed on Paris Stock Exchange and is a member of the CAC 40 index.
In Poland, EDF Group has 10% share of the electricity market and 15% share of the network heat market. EDF is the largest
producer of combined electricity and heat, providing heat to: Kraków, Gdańsk and Gdynia, Wrocław, Zielona Góra and
Toruń. It also has a systemic coal-fired power plant in Rybnik with a capacity of 1,775 MW. Each year, it generates 15 TWh
of electricity and more than 9 TWh of heat. Coal is the basic production fuel. Each year, EDF Group in Poland uses 7
million tons of coal, which makes it one of the largest buyers of this resource in Poland. The Group also includes EDF
Paliwa, a service–provision company that purchases production fuel - coal and biomass. Furthermore, EDF Poland trades in
electricity produced by EDF Group companies in Poland, manages combustion waste and provides support services to EDF
Group companies. In 2014, the Group employed on average about 3 100 employees.

b. Group structure
Graphical structure of the Group and KOGENERACJA’s share in the net worth of its individual subsidiaries and other
connected entities are presented in the chart below.

As at 31 December 2014

- consolidated

EC Zielona Góra S.A.

EDF Paliwa Sp. z o.o.

EDF PolskaS.A.*

- not consolidated

98,40%

Connected entities

Subsidiaries

KOGENERACJA S.A.

LEGEND:
Shares of KOGENERACJA S.A.

*) On 2 January 2014, the District Court in Warsaw registered the merger of EDF Wybrzeże S.A. and EDF Energia Sp. z o.o. with EDF Polska S.A.
For this reason, the transactions with EDF Energia Sp. z o.o. made in the comparable period were presented jointly with the transactions with EDF
Polska S.A. On 8 May 2013, after the merger of: EDF Polska Centrala Sp. z o.o., EDF Polska CUW Sp. z o.o. and EDF Kraków S.A., the entity
was renamed as EDF Polska S.A.

EDF Polska S.A. and EDF Paliwa Sp. z o.o. are reported as connected companies despite the lack of capital ties as
KOGENERACJA S.A. carries out significant transactions with these entities.
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c. Companies covered by the consolidated financial statements
KOGENERACJA S.A. KOGENERACJA S.A. – Parent of the Group, as at 31 December 2014 included the following two
subsidiaries in the consolidated financial statements:
 EC Zielona Góra S.A. – subsidiary (full consolidation)
 Renevis Sp. z o.o. (now EDF Ekoserwis Sp. z o.o.) – subsidiary (full consolidation for the period from 1 January to
30 June 2014). On 30 June 2014, KOGENERACJA S.A. sold its 100% stake in Renevis Sp. z o.o. In the
consolidated income statement and in the condensed statement of other comprehensive income the gain on disposal
of Renevis Sp. z o.o. and the net income posted by the company were reported as discontinued activity.

d. Subsidiaries
The tables below show the percentage share in the share capital of the Group subsidiaries and the nominal value of the
shares held by KOGENERACJA S.A. as at 31 December 2014 and 31 December 2013.
As at 31 December 2014
No. of shares held by KOGENERACJA S.A.
(directly)
Share capital

Number of
shares

Nominal value
of a share
Number of shares

EC Zielona Góra S.A.

13 853 150

554 126

25

545 277

Nominal value
of shares

13 631 925

%
of capital/
votes

98,40

e. Activities of the subsidiaries
EC Zielona Góra S.A.
EC Zielona Góra S.A. produces electricity, and produces and distributes heat.
Until the end of July 2004, electricity and heat were co-generated using coal as production fuel. When in August 2004 the
CC Gas Unit was commissioned, with the capacity of 190 MW and 95 MW t, the proportions of electricity and heat reversed
and currently predominantly electricity is produced in the CC Gas Unit in the process of partial co-generation using gas fuel
(natural gas from local sources).
The company is the key source of heat and domestic hot water supplies for the city of Zielona Góra, and since 1 April 2009
it has also been a heat distributor.
Renevis Inżynieria Środowiska Sp. z o.o.
(subsidiary until 30 June 2014; now EDF Ekoserwis Sp. z o.o.)
The company was established in 1995 for the economic use of the combustion waste from KOGENERACJA S.A. The core
business of Renevis Sp. z o. o. is:
 sale of coal combustion waste (UPS) complying with the relevant standards for the construction, road building and
ceramics sector in Poland and abroad
 managing the area of ash and slag removal for KOGENRACJA S.A. in Wrocław, waste landfill in Kamień (gmina of
Długołęka); Municipal Waste Processing and Recycling Plant in Sulęcin (gmina of Święta Katarzyna)
 transport services, including transport of products and waste, also for third parties
 supply of biomass for power companies as part of production of energy from renewable sources
 sale of road bases and stabilisers
 provision of professional services in waste management and environmental protection.
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f. Other connected entities
As at 31 December 2014, KOGENERACJA S.A. did not have shares in other connected companies (compare point e).
g. Activities of the other connected entities
EDF Paliwa Sp. z o.o.
The core business of the company (until 10 September 2012 trading as Energokrak Sp. z o.o.) is supply of steam coal and
biomass for EDF Group companies in Poland.

EDF Polska S.A.
EDF is the largest producer of combined electricity and heat, providing heat to: Kraków, Gdańsk and Gdynia, Wrocław,
Zielona Góra and Toruń. It also has a systemic coal-fired power plant in Rybnik. The Group also includes EDF Paliwa, a
service–provision company that purchases production fuel – coal and biomass. Furthermore, EDF in Poland trades in the
electricity produced by the Polish plants owned by EDF Group (on 2 January 2014, the trading company EDF Energia Sp. z
o.o. established in EDF Polska S.A. the Optimisation and Sales Directorate, Warsaw branch) and provides support services
to EDF Group companies.
h. Changes in the Group structure
Below is a description of the transactions and events that affected the Group structure in 2014.
1) Sale of stake in Renevis Sp. z o.o. (now EDF Ekoserwis Sp. z o.o.)
On 30 June 2014, an agreement was signed for the sale of shares in Renevis Inżynieria Środowiska Sp. z o.o., whereby
KOGENERACJA S.A. sold to EDF Polska S.A. of Warsaw 58,200 shares, i.e. 100% stake in the Group’s subsidiary
Renevis Sp. z o.o.
2) Merger of EDF Group companies in Poland
On 2 January 2014, the District Court in Warsaw registered the merger of EDF Wybrzeże S.A. and EDF Energia Sp. z o.o.
with EDF Polska S.A. On 8 May 2013, after the merger of EDF Polska Centrala Sp. z o.o., EDF Polska CUW Sp. z o.o. and
EDF Kraków S.A., the entity was renamed as EDF Polska S.A.

i. Equity investments within the Group
In 2014, the Company did not make any equity investments in the Group.
j. Other equity investments
As at 31 December 2014 and 2013, KOGENERACJA S.A. did not have shares in other companies.
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4. Employment
As at 31 December 2014, the employment in the Parent Company was 366 persons, including 53 women and 313 men
(as at 31 December 2013, there were 463 persons working for the Company, including 60 women and 403 men).

The employment decrease over the recent years is an effect of the employment restructure, and in the last four years this was
an effect of hiving off production-related activities and gradual transfer of support areas to the EDF Ekoserwis Sp. z o.o.,
which provides services to the Shared Services Centre performing services for EDF Group companies in Poland.
The following areas were outsourced to the Shared Services Centre in Kraków: Engineering, Finance, Logistics and Procurement
and IT (2010); HR, Internal Audit, Research and Development (2011); Administration, Telecommunication Services (2012) and
Overhauls (December 2013) and Internal Communication Area to EDF Polska S.A. In 2013 the Ash Removal Areas was
transferred to the subsidiary Renevis Sp. z o.o. (now EDF Ekoserwis Sp. z o.o.), which also took over the Coal Handling Area in
2014.

The decrease in employment in the Group is a result of the restructure in the Parent Company and in EC Zielona Góra S.A.
(establishment of the Shared Services Centre for the EDF Group in Poland, Kraków, and transfer of employees under
Article 231 of the Labour Code), the sale of PPO Siechnice Sp. z o.o. in 2012 and Renevis Sp. z o.o., and other changes in
the Group composition.
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II. Key production and financial figures
1. Suppliers of the KOGENERACJA Group
The table below shows the main suppliers of the Group, supplied products and buyers – Group companies.
SUPPLIERS

PRO DUCTS/SERVICES

EDF Paliwa Sp. z o.o.

low-sulphur coal

EDF Paliwa Sp. z o.o.

biomass

ORLEN Południe S.A.

BUYERS

mazout

PGNiG S.A.

natural gas

OT Logistics

operation of railway sidings, coal transport

EDF Polska S.A.
EDF Ekoserwis Sp. z o.o.
PGNiG S.A.
EDF Polska S.A.

KOGENERACJA S.A.

non -technical and support functions services
coal handling,ash removal and waste
management services
natural gas

EC Zielona Góra S.A.

non -technical and support functions services

2. Key products and services and buyers of KOGENERACJA Group
a. Key products/services and buyers of the Group and the share in revenues
The key products of the Group are electricity and heat, produced chiefly in co-generation, and the energy origin certificates.
The key buyers of the Group’s products and services are the companies operating in the domestic market, and – in the case
of heat – in the local market. In 2014, the Group’s main buyer was EDF Energia Sp. z o.o., intermediary in the sale of
electricity and energy certificates (until 2 January 2014, trading as EDF Energia Sp. z o.o.).
The table below shows the products/services of the Group companies divided into buyers in the domestic market.
SUPPLIERS

PRO DUCTS/SERVICES

BUYERS

KOGENERACJA S.A.

heat

electricity

EC Zielona Góra S.A.

electricity

% of income

domestic-local market
Fortum Wrocław S.A.

93,4%

heating network in Siechnice

6,2%

other buyers

0,4%

domestic market
EDF Polska S.A.

99,5%

OSD ESV Sp. z o.o.

0,3%

final clients

0,2%

domestic market
EDF Polska S.A.

heat (production and distribution)

9

36%

PSE-Operator S.A.

1%

T GE S.A.

63%

domestic-local market
multifamily residential development

56%

public utility buildings

23%

industry

21%
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3. Key products
a. Key products – KOGENERACJA Group
The Company’s key products are: heat and electricity as well as energy origin certificates: green, red and yellow certificates.

J.m.

from 1 January
to 31 December
2014

from 1 January
to 31 December
2013

Change
(number)

TJ

9 383

10 595

(1 212)

MWh

2 387 326

2 437 622

(50 296)

M Wh
M Wh

988 076
1 399 250

1 059 571
1 378 051

(71 495)
21 199

17 978

19 370

(1 392)

Sales of heat
Sales of electricity
-coal unit
-cc gas unit
Totale sales of products in units

TJ

Sale of heat in the Group in 2014 was 9,383 TJ, down 11% on 2013 (12% heat production in EC Zielona Góra and 88%
heat production in the Parent Company). The decrease in the sale of heat in was caused by the higher air temperatures in the
heating season compared with 2013, which was partly counter-balanced with an increase in the power contracted by new
buyers.
Sale of electricity in the Group in 2014 was 2,387,326 MWh and was 2% lower year-on-year. The 2% decrease in the sale
of electricity was a result of lower sales of heat and availability of the equipment.
The lower sale of electricity was mainly related to the lower heat production due to the exceptionally high temperatures in
the winter months and a stoppage of the CC Gas Unit in EC Zielona Góra in December 2014.
The value and structure of product sales in the Group in 2014 and 2013 were as presented in the table below.

31 December 2014
Value
( in PLN thousand)

31 December 2013 (restated)

Structure
(%)

Value
( in PLN thousand)

Structure
(%)

Change
(value)

Sales of heat

387 713

45

397 290

45

(9 577)

Sales of electricity

355 315

41

449 964

51

(94 649)

9 524

1

8 255

1

1 269

Certificates

45 616

5

3 774

0

41 842

Sale of CO2

1 630

0

-

61 102

8

29 422

3

31 680

860 900

100

888 705

100

(27 805)

Ancillary services - electricity

Other revenues
Revenues from the sale of
finished goods

-

1 630

The main item of other revenues is gas compensation. In 2014, the subsidiary's income from the gas compensation was PLN
54,146 thousand compared with PLN 21,972 thousand in 2013.
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4. Key economic and financial figures of the Group
a. Key financials and ratios for 2008-2014
in PLN thousand

from 1 January
to 31 December
2014

from 1 January
to 31 December
2013

from 1 January
to 31 December
2012

(restated)

Revenue from sales
Revenue from compensation for stranded
costs
Cost of sales

from 1 January
to 31 December
2011
(restated)

from 1 January
to 31 December
2010

from 1 January
to 31 December
2009

from 1 January
to 31 December
2008

(restated)

880 318

904 659

1 098 452

1 033 060

981 490

974 415

808 485

17 726

65 750

12 859

8 546

10 244

(724 587)

(703 126)

(817 135)

(831 980)

(929 059)

(820 330)

(763 987)

268 168

131 033

Gross profit on sales

80 909

138 429

182 252

221 276

227 747

(12 412)

(12 609)

Selling expenses

(3 226)

(3 828)

(8 164)

(10 083)

(3 859)

(37 966)

(36 985)
10 321

General and administrative expenses

(12 960)

(14 139)

(28 304)

(29 113)

(31 527)

8 095

Other operating income/expenses

(7 042)

3 465

(10 192)

576

(7 666)

225 885

91 760

Operating profit (EBIT )

57 681

123 927

135 592

182 656

184 695

(18 012)

(16 122)

Net finance revenues

(9 403)

(1 083)

(16 400)

(20 730)

(15 429)

(37 276)

(15 887)

Income tax

(9 173)

(22 717)

(24 127)

(34 101)

(30 758)

167 399

60 127

Profit from continuing operations

39 105

100 127

95 065

127 825

138 508

Profit from discontinued operations

10 913

(20 345)

(1 167)

(5 525)

791

1 258 444

1 144 868

Net profit

50 018

79 782

93 898

122 300

139 299

167 399

60 127

1 631 474

1 455 091

1 438 536

1 385 872

1 343 012

1 258 444

1 144 868

440 641

474 112

410 742

454 167

507 811

551 722

370 336

-

39 142

Non-current assets
Current assets
Assets held for sale
T otal assets

-

-

-

-

-

-

-

2 072 115

1 929 203

1 849 278

1 879 181

1 850 823

1 810 166

1 515 204

Non-current liabilities

538 408

382 633

258 957

363 544

424 543

442 787

395 323

Current liabilities

288 975

349 714

471 237

414 274

396 384

418 315

306 443

Liabilities held for sale
Equity

Net cash from operating activities
Net cash used in investing activities
Net cash from financing activities

1 244 732

1 196 856

-

9 641

1 119 084

1 091 722

1 029 896

949 064

813 438

115 051

389 807

228 035

204 533

281 582

256 603

153 038

(276 705)

(135 339)

(129 925)

(155 817)

(187 880)

(174 420)

(122 775)

43 563

(106 463)

(183 592)

(128 359)

(101 261)

(650)

(20 244)

(118 091)

148 005

(85 482)

(79 643)

(7 559)

81 533

10 019

Return on assets (ROA)

2,41

4,14

5,08

6,50

7,53

9,24

3,97

Return on equity (ROE)

4,02

6,67

8,39

11,20

13,53

17,64

7,39

Return on capital employed (ROCE)

4,10

9,23

9,85

12,56

12,62

16,15

7,63

Current liquidity

1,52

1,36

0,87

1,10

1,28

1,32

1,21

Quick liquidity

0,94

1,01

0,51

0,72

0,91

0,93

0,82

T otal net cash flows

(%)

The ratio calculation methodology was presented in point V9 of this report.
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b. Elements of the consolidated income statement
In 2014, the Group posted a decrease in the consolidated net income by PLN 29,764 thousand (37%).

from 1 January
to 31 Decem ber 2014

from 1 January
to 31 Decem ber 2013
(restated)

Change
(value)

880 318
17 726
(817 135)
80 909
(3 226)
(12 960)
(7 042)
57 681
(9 403)
(9 173)
39 105
10 913
50 018

904 659
65 750
(831 980)
138 429
(3 828)
(14 139)
3 465
123 927
(1 083)
(22 717)
100 127
(20 345)
79 782

(24 341)
(48 024)
14 845
(57 520)
602
1 179
(10 507)
(66 246)
(8 320)
13 544
(61 022)
31 258
(29 764)

from 1 January
to 31 December
2014

from 1 January
to 31 December 2013
(restated)

Change
(value)

880 318
860 900

904 659
888 705

(24 341)
(27 805)

including certificates

45 616

3 774

41 842

including CO 2 sales

1 630

-

1 630

in PLN thousand

Revenue from sales
Revenue from compensation for stranded costs
Cost of sales
Gross profit on sales
Selling expenses
General and administrative expenses
Other operating income/expenses
Operating profit (EBIT)
Net finance costs
Income tax
Net profit from continuing operations
Net loss from discontinued operations
Net profit

Revenues of KOGENERACJA Group

in PLN thousand

Revenue from sales
Revenues from the sale of finished goods

Revenues from the sale of merchandise and raw
materials
Revenue from compensation for stranded costs

19 418

15 953

3 465

17 726

65 750

(48 024)

In 2014, the Group generated revenues from sales that were by PLN 24,341 thousand lower than in 2013.
The lower revenues from the sale finished goods achieved in 2014 mainly resulted from:
- lower revenues from the sale of electricity (down by PLN 94,649 thousand)
- lower revenues from the sale of heat (down by PLN 9,577 thousand)
- higher revenues from the sale of energy certificates (up by PLN 41,842 thousand)
- higher revenues from the sale of CO2 surplus (up by PLN 1,630 thousand)
- higher other revenues from the sale of finished goods on the back of the received gas compensation of PLN 54,146
thousand vs. PLN 21,972 thousand in 2013 in EC Zielona Góra S.A.
The lower revenues from the sale of heat that the Group reported in 2014 mainly resulted from the 17% decrease in sales
in EC Zielona Góra S.A. and 11% decrease in sales in KOGENERACJA S.A. On the other hand, the Group benefited from
the prices and tariffs for heat introduced following their approval by the President of the Energy Regulatory Office (5.03%
in EC Zielona Góra and 6.6% in KOGENERACJA S.A.).
The total sales of electricity decreased mainly as a result of falling volumes of electricity sold by KOGENERACJA (down
by 7%), which was due to the lower production of heat. On the other hand, in EC Zielona Góra S.A., the production of
electricity from the CC Gas Unit was higher by 2%. Electricity sales growth was hampered, though, due to failure of pressure
system in the heat recovery boiler, which took place 22 December 2014. The measures taken to repair the leaking boiler were
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not finished before the year-end. The revenue from electricity sales was also adversely affected by the average electricity
prices, which fell by approx. 22% compared with 2013 for KOGENERACJA and by 18% for EC Zielona Góra S.A.
In 2014, the Group companies received revenues from energy certificates.
In April 2014, the mechanism of support for energy co-generation in the form of yellow and red certificates was reinstated.
From this source, the Group achieved revenues of PLN 45,616 thousand, including PLN 22,687 thousand in respect yellow
certificates in EC Zielona Góra S.A. and PLN 22,929 thousand in respect of certificates sold by the Parent Company (green
certificates of PLN 15,435 thousand; red certificates of PLN 6,319 thousand; yellow certificates of PLN 750 thousand and
white certificates of PLN 426 thousand).
The revenues from the PPA compensations in 2014 were lower by PLN 48,024 thousand (73%) compared with 2013.
Such a substantial decrease in this revenue line was caused by the annual adjustment to stranded costs for 2012 made by the
Energy Regulatory Office due to the voluntary full prepayment of the investment loans on 2 July 2012. The value of the
annual adjustment for 2012 recognised in the 2013 report was PLN 134,089 thousand (the impact on the revenues from
compensations for 2013 was PLN 72,088 thousand). No similar events were observed in 2014.
Fixed costs and variable costs of KOGENERACJA Group
In 2014, variable costs relating to the generation of the sold products were by 4.4% (i.e. by PLN 21,368 thousand) lower
than in 2013. The decrease in variable costs is a consequence of the lower volume of coal consumption, partly counterbalanced by higher biomass consumption at lower unit costs of fuel in the Parent Company. The reduced cost of fuel
consumption was also attributable to the lower use of gas volume in 2014, and lower gas purchase price.
In 2014, the Parent Company increased the share of biomass in the cofiring with coal: the reduced volume of coal
combusted was 14,020 TJ in 2014 and 16,152 TJ in 2013, while the volume of biomass combusted was 1,222 TJ in 2014
and 434 TJ in 2013.
Other variable costs decreased by PLN 5,170 thousand from PLN 51,554 thousand to PLN 46,384 thousand mainly as a
result of a decrease in coal-based production in the Parent Company: a decrease in the environmental protection costs (down
by PLN 870 thousand) and a decrease in costs (down by PLN 6,998 thousand – a decrease of PLN 8,858 thousand in the
Parent Company and an increase of PLN 1,860 thousand in EC Zielona Góra on account of the shortage and purchase of
emission allowances), and on the other hand, an increase in the cost of biomass feeding (up by PLN 728 thousand) as a
result of higher production of green energy. The decrease in variable costs was also driven by a decrease in the cost of
energy purchase in the balancing market (down by PLN 1,982 thousand) to maintain the terms of sale of the energy
produced in the Company, which was connected with optimisation of production equipment in 2014, affected by weather
conditions, i.e. hot winter.

Ge ne ral and
administrative
e xpe nse s

Cost of sale s
in PLN thousand

from
1.01.2014
to 31.12. 2014

from
1.01.2013
to 31.12. 2013

Variable costs

(469 965)

(491 333)

-

-

-

fuel costs

(423 165)

(439 337)

-

-

-

excise tax

(416)

(442)

-

-

(46 384)

(51 554)

-

-

other variable costs

Fixed costs

from
1.01.2014
to 31.12. 2014

Se lling e xpe nse s

from
1.01.2013
to 31.12. 2013

from
1.01.2014
to 31.12. 2014

Total

from
1.01.2013
to 31.12. 2013

from
1.01.2014
to 31.12. 2014

from
1.01.2013
to 31.12. 2013

-

(469 965)

(491 333)

-

(423 165)

(439 337)

-

-

(416)

(442)

-

-

(46 384)

(51 554)

(328 045)

(327 927)

(12 960)

(14 139)

(3 226)

(3 828)

(344 231)

(345 894)

staff costs

(91 247)

(99 624)

(8 692)

(9 363)

(1 266)

(1 075)

(101 205)

(110 062)

overhauls

(26 184)

(27 913)

(45)

(94)

(3)

(5)

(26 232)

(28 012)

(119 186)

(111 898)

(742)

(762)

(27)

(12)

(119 955)

(112 672)

services

(66 894)

(65 192)

(1 319)

(1 563)

(81)

(148)

(68 294)

(66 903)

other fixed costs
Cost of me rchandise
and raw mate rials
sold

(24 534)

(23 300)

(2 162)

(2 357)

(1 849)

(2 588)

(28 545)

(28 245)

(19 125)

(12 720)

(19 125)

(12 720)

(817 135)

(831 980)

(833 321)

(849 947)

depreciation

Total costs

-

-

(12 960)

(14 139)
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In 2014, fixed costs relating to generation of finished goods sold were higher by PLN 1,663 thousand. The increase in fixed
costs (up by PLN 8,674 thousand in total) was mainly driven by the higher service costs and depreciation costs. In 2014,
staff costs and overhaul costs decreased by PLN 10,637 thousand.
In 2014, staff costs decreased by PLN 8,857 thousand, mainly due to decrease in payroll expenses and social security costs (down
by PLN 8,857 thousand) as employment was reduced by 305 persons (employment as at 31 December 2014: 537 vs. 842 as at
31 December 2013). This figure is attributable to a decrease in employment in the Parent Company and in EC Zielona Góra S.A.
(down by 116, i.e. 97 and 19, respectively) and to changes in the Group structure (sale of Renevis Sp. z o.o., which reduced
employment by 189 persons).
In 2014, the volume of provisions connected with employment restructure in the Parent Company was lower by PLN 4,753
thousand.
As the Management Boards of respective Group companies and Trade Unions reached agreement on the repurchase of staff
benefits, including jubilee awards, retirement bonuses or energy allowance, the respective actuarial provisions of PLN 23,712
thousand were released and an obligation to purchase the benefits (PLN 25,465 thousand) was posted. The ensuing net impact on
staff costs in 2014 was PLN 1,753 thousand.
The decrease in the cost of overhauls (down by PLN 1,780 thousand) is an effect of the narrower overhauls schedule in
2014 compared with 2013.
The depreciation of the generating equipment increased by PLN 7,283 thousand as in previous years the Parent Company
put into use new fixed assets (in 2013, a new EC Muchobór plant was commissioned). The increase was partly counterbalanced by a decrease in depreciation in a subsidiary as in 2013 the useful lives of its significant fixed assets were shortened and a
one-off depreciation charge was posted as a result of decommissioning of generating equipment of the Coal Unit.
The cost of external services increased by PLN 1,391 thousand as the Parent Company outsourced ash removal and coal
handling services provided by EDF Ekoserwis Sp. z o.o.

Other operating profit / loss of KOGENERACJA Group
In 2014, other operating profit decreased by PLN 10,507.15 thousand as a result of an increase in impairment losses
(e.g. an increase of PLN 15,451 thousand on the fixed assets of EC Muchobór) and a lack of positive effect of the events the
two companies observed in 2013, i.e.: revaluation of financial instruments relating to forward transactions for the purchase
of SWAP EUA/CER (PLN 8,801 thousand) or the profit on SWAP transactions (PLN 14,369 thousand).
On the other hand, the other operating profit was positively affected by reversal of provisions for energy allowance
for pensioners in a sum of PLN 17,003 thousand (PLN 13,086 thousand in the Parent Company and PLN 3,917 thousand
in EC Zielona Góra S.A.) created as a result of the agreement on cancelling payments of the allowance and payment of
a compensation of PLN 4,396 thousand, as well as liquidated damages of PLN 8,251 thousand paid for a delayed project
(this amount was covered by a partial impairment charge of PLN 6,041 thousand).
Net finance income of KOGENERACJA Group
The higher net finance loss in 2014 (up by PLN 8,320 thousand) was mainly due to the lower financial revenues. In 2013,
the Group posted a non-recurring event: sale of affiliate EDF Paliwa Sp. z o.o. for PLN 11,896 thousand.
In 2014, financial expenses decreased as a result of lower interest on financial obligations, an effect of lower cash-pool
interest (down by PLN 2,077 thousand in total). Financial expenses were also affected by the higher value of the discount of
obligations in respect of stranded costs in EC Zielona Góra S.A. (up by PLN 1,371 thousand).

Net income of KOGENERACJA Group
In 2014, the Group earned a net income of PLN 50,018 thousand, while in 2013 the figure was PLN 79,782 thousand.
On balance, the net income decreased by PLN 29,764 thousand as result of:
 Decrease in the profit on sale (down by PLN 57,520 thousand) due to the lower revenues (down by 2%) and lower cost
of sales (down by 1%). The lower revenues in 2014 mainly resulted from the lower revenues from the sale of electricity
(down by PLN 93,380 thousand) and lower revenues from the sale of heat (down by PLN 9,577 thousand); sale of

14

KOGENERACJA S.A. – Management Board’s Report on the Group Activities in 2014




certificates increased by PLN 41,842 thousand (following ratification of laws on the allocation of yellow, green and red
certificates); an increase was noted in other revenues, including from the gas compensation received by EC Zielona Góra.
Decrease in the cost of sales (down by 1%), affected by the lower volume and price of coal.
Decrease in other operating profit as a result of impairment charges on the assets of EC Muchobór.

Key Ratios: ROA, ROE, ROCE – KOGENERACJA Group

(%)

from 1 January
to 31 December
2014

from 1 January
to 31 December 2013
(restated)

Change
(%)

2,41
4,02
4,10

4,14
6,67
9,23

(42)
(40)
(56)

Return on assets (ROA)
Return on equity (ROE)
Return on capital employed (ROCE)

5. Structure of assets and liabilities in the consolidated statement of comprehensive income
a. Structure of the Group assets
The increase in total assets in 2014 is mainly the effect of an increase in inventories (mainly certificates) and receivables of
EC Zielona Góra S.A. in respect of settlements on account of PPAs and gas compensations.
On the assets side, an increase was observed in the value of tangible assets as a result of major capital expenditure incurred
by the Parent Company in the recent period.

in PLN thousand

31 December 2014

current period

% of balance sheet
total

current period

31 December 2013

previous period

% of balance sheet
total

previous period

ASSETS
I.

Non-current assets

1. Property, plant and equipment

1 545 698

74,6

1 367 401

70,9

46 055

2,2

48 083

2,5

41 559

2,0

41 601

2,2

3. Perpetual usufruct of land

13 497

0,7

12 298

0,6

4. Investment property

17 781

0,8

17 885

0,9

6 143

0,3

4 233

0,2

4

0,0

4

0,0

2 296

0,1

5 187

0,4

1 631 474

78,7

1 455 091

75,5

168 936

8,2

122 210

6,3

9 344

0,5

8 351

0,4

2. Intangible fixed assets, including:
- goodwill on related parties

5. Long-term receivables
6. Other long-term investments
7. Deferred tax assets
Total non-current assets
II.

Current assets

1. Inventories
2. Carbon-dioxide emission rights acquired
for redemption
3. Short-term investments

12

0,0

17

0,0

831

0,0

107

0,0

220 535

10,6

184 353

9,6

4. Income tax receivables
5. T rade and other receivables
6. Cash and cash equivalents
Total current assets

Total assets

40 983

2,0

159 074

8,2

440 641

21,3

474 112

24,5

2 072 115

100

1 929 203

100
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b. Structure of the Group equity and liabilities
An increase was noted in long-term liabilities, mainly on account of settlement of the PPA compensations received
by EC Zielona Góra S.A. and an increase in investment loans obtained by the Parent Company.

31 December 2014

in PLN thousand
current period

% of balance sheet
total

current period

31 December 2013

previous period

% of balance sheet
total

previous period

EQ UITY AND LIABILITIES
I.

Equity

1. Share capital

252 503

12,2

252 503

13,1

2. Share premium

251 258

12,1

251 258

13,0

3. Other reserve capital

331 600

16,0

406 546

21,1

4. Retained earnings
Equity attributable to ordinary shareholders

406 154

19,6

281 168

14,6

1 241 515

59,9

1 191 475

61,8

3 217

0,2

5 381

0,3

1 244 732

60,1

1 196 856

62,1

Non- controlling interests
Total equity
II. Liabilities
Non-current liabilities
1. Loans, borrowings and debt instruments

118 435

5,7

14 319

0,7

2. Employee benefit liabilities

42 115

2,0

51 603

2,7

3. Deferred income

71 500

3,5

54 416

2,8

4. Deferred tax liability

49 701

2,4

55 114

2,8

242 633

11,7

199 876

10,4

14 024

0,7

7 305

0,4

538 408

26,0

382 633

19,8

1. Loans, borrowings and debt securities

43 732

2,1

132 198

6,9

2. Other short-term financial liabilities

58

0,0

430

0,0

4 417

0,2

4 976

0,2

201 403

9,7

176 953

9,2

30 756

1,5

25 856

1,3

5. Other long-term liabilities
6. Long-term provisions
Total non-current liabilities
Current liabilities

3. Income tax liabilities
4. T rade and other payables
5. Employee benefit liabilities
6. Short-term provisions

8 609

0,4

9 301

0,5

Total current liabilities

288 975

13,9

349 714

18,1

Total liabilities

827 383

Total equity and liabilities

2 072 115

16

39,9
100

732 347

1 929 203

37,9
100
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6. Significant agreements concluded in 2014
A significant agreement within the meaning of the Finance Minister’s Ordinance is an agreement or a sum of agreements
whose total value over 12 months exceeds 10% of the own funds of KOGENERACJA S.A.
Cash-pool agreement – annexes
On 25 June 2014, an agreement was signed to Annex 6 to the Agreement of the Participants in the Daily Limits Liquidity
Management Agreement, Annex 3 to the Framework Agreement and Annex 5 to Agreement of the EDF Group Companies
in Poland, parties to the former agreement, as part of the cash-pool service agreement package.
These annexes reflect the fact of company mergers under the second stage of consolidation of EDF Group companies in Poland.
As a result, EDF Wybrzeże S.A. and EDF Energia Sp. z o.o. are no longer included in the agreements. EDF Polska S.A. remains
the Cash Pool Agent. Furthermore, the life of the cash-pool system was extended to 25 June 2015 and the cumulative debt limit
was reduced to PLN 290,000 thousand (previous limit: PLN 360,000 thousand) and the cumulative surplus limit was increased
to PLN 120,000 thousand (previous limit: PLN 100,000 thousand) (Current Report 22/2014).
Agreement between the consortium of KOGENERACJA – EDF Paliwa Sp. z o.o. and Katowicki Holding Węglowy S.A.
On 22 July 2014, a significant agreement was signed for contract coal supplies that will be taking place in the period from
1 July 2007 to 30 June 2021. Starting from 1 January 2016 or from the launch of the installation for desulphurisation, standard
coal will be supplied, but coal with low sulphur content may also be supplied subject to separate arrangements. In 2015, low
sulphur coal will be supplied, but at the request of EDF Paliwa Sp. z o.o. standard coal may be supplied, up to 30% of the
annual coal supply volume (Current Report 29/2014).
Loan agreement with EDF Investissements Groupe SA, Brussels
On 1 August 2014, a loan agreement was signed, providing for financing of PLN 122,192 thousand towards the project:
Design, construction, start-up and commissioning of flue gas de-nitrification installation in EDF Polska S.A. and Zespół
Elektrociepłowni Wrocławskich KOGENERACJA S.A. (to be set up on the premises on EC Wrocław) (Current Report
30/2014).
Significant agreements – agreements with EDF Ekoserwis Sp z o.o.
On 30 September 2014, agreements were signed for coal handling and management of coal depots with EDF Ekoserwis Sp. z o.o.
The agreements became effective on 1 January 2014. The value of the long-term agreements signed with one counterparty
reached PLN 169,139 thousand, and they were jointly qualified as a significant agreement. The term of the agreement is from
1 October 2014 to 30 September 2024 (Current Report 33/2014).
Significant agreement – three-party forwarding agreement
On 17 November 2014, an agreement was signed for the forwarding of coal in the period from 1 January 2014 to 31 December 2018.
The parties to the agreement are: OT Logistics S.A. of Szczecin, EDF Paliwa Sp. z o.o. of Kraków, KOGENERACJA S.A.
of Wrocław. The value of the agreement is about PLN 123 million (Current Report 35/2014).

7. Key domestic and foreign investments
In 2014, the Group did not invest in any securities or shares in non-related parties, or in intangible assets or properties.
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8. Related party transactions
The key related party transactions completed in 2014 are presented in the Consolidated Financial Statements of
KOGENERACJA Group for the year ended 31 December 2014: III Notes, Note 42 Related party transactions and in the
Unconsolidated Financial Statements of KOGENERACJA S.A. for the year ended 31 December 2014: III Notes, Note 39
Related party transactions.
Transactions between the Group companies are made and performed on an arm’s length.

9. Loans incurred and terminated
Specification of loan agreements as at 31 December 2014.

As at 31 December 2014
Contractual
amount

in PLN thousand

Interest rate

CCY

Date borrowed

Balance

Date due

Credits
ING

Cash-pool

290 000

WIBOR 1M + 0,53%

PLN

25-06-2014

43 661

25-06-2015

3,00%

PLN

29-11-2013

56 371

16-12-2019

WIBOR 3M +1,2%

PLN

01-08-2014

61 903

10-01-2017

Loans
WFOŚ i GW

Investment loan

99 000

EDF
Investissements Investment loan
Groupe

122 192

a. Loan agreements concluded in 2014
KOGENERACJA S.A. and EC Zielona Góra S.A.
1) Cash-pool – ING Bank Śląski S.A.
On 25 June 2012, the following significant agreements were signed as part of the agreements package for the cash-pool
system:
▪
Framework agreement
▪
Daily Limits Liquidity Management Agreement
▪
Agreement of the Participants in the Daily Limits Liquidity Management Agreement
(Current Report 14/2012), amended by subsequent annexes on 25 June 2014 (Current Report 22/2014).
The interest rate on the debit balance was set at a variable rate linked to the base rate 1M WIBOR + the bank’s margin of
0.53%.
The loan agreement is secured by a system of mutual guarantees described in point 10 Guarantees given and received.
After the signing of annexes on 25 June 2014, the debt limit changed (cumulatively) to PLN 290,000 thousand (previous limit:
PLN 360,000 thousand). As at 31 December 2014, the debt on this account was PLN 43,661 thousand.
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2) Investment loan from EDF Investissements Groupe SA
On 1 August 2014, an investment loan agreement was signed to finance the project: Design, construction, start-up and
commissioning of flue gas denitrification installation in EDF Polska S.A. and Zespół Elektrociepłowni Wrocławskich
KOGENERACJA S.A. (to be set up on the premises on EC Wrocław) (Current Report 30/2014).
The interest rate on the debit balance was set at a variable rate linked to the base rate 3M WIBOR + margin of 1.2% and
mandatory fees, if applicable.
The loan is secured by:
a) Transfer of rights to EDF Investissements Groupe SA:
rights from the CAR/EAR insurance policy
rights from the EPC agreement signed on 23 October 2013 between Zespół Elektrociepłowni Wrocławskich
KOGENERACJA S.A. represented by EDF Polska SA as the Employer and the consortium of Fortum Power
and Heat Oy and Instal Kraków S.A. (including performance guarantee and other bank guarantees).
b) Pledge on rights from the insurance policy against all risks connected with property damage and business
interruptions
c) Mortgage up to PLN 146,630,916 on perpetual usufruct of the properties located in Wrocław, recorded in the land
and mortgage register under nos. WR1K/00097112/4 and WR1K/00044316/8 maintained by the District Court for
Wrocław-Krzyki, IV Land & Mortgage Division (Current Report 34/2014)
d) Ordinary and registered pledge on the shares of EC Zielona Góra owned by the Company (Current Reports 31,
32/2014)
e) Notarized statement of submission to debt enforcement up to PLN 146,630,916.
As at 31 December 2014, the debt on this account was PLN 61,903 thousand.
b. Loan agreements concluded in the previous years
On 29 October 2013, the Company entered into a loan agreement of PLN 99,000 thousand with the Provincial
Environmental Protection and Water Management Fund to subsidise the project Design and construction of an installation
for desulphurisation of flue gases using the wet method in the lime and gypsum technology in EC Wrocław (Current Report
27/2013). The loan is to be drawn in tranches over a period ending in 2015. The loan will be repaid in semi-annual
instalments starting in June 2016 and ending in December 2019. Based on the annex signed on 23 May 2014, the interest
rate on the loan tranches paid after 16 June 2014 was changed from 3.5% to 3%.
The loan is secured by:
- blank bill of exchange for PLN 118,800 thousand
- assignment of receivables from the electricity sale agreement with EDF Energia Sp. z o.o. (now EDF Polska S.A.)
- statement of voluntary submission to debt enforcement under Article 777(1) (5) of the Civil Proceedings Code, up to
PLN 118,800 thousand.
In 2014, the Company received next tranches of the WFOŚiGW loan of PLN 52,800 thousand from the total amount of
PLN 99,000 thousand. As at 31 December 2014, the outstanding balance was PLN 56,372 thousand.

10. Loans granted
a. Loans granted in 2014
In 2014, the Parent Company did not make any loans to its subsidiaries.
b. Loans granted to Directors of the Company
In 2014, no loans were given to Directors as part of the Company Social Fund.
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11. Guarantees given and received
a. Guarantees given
On 25 June 2012, the Parent Company granted guarantees for obligations of the entities covered by the cash-pool system.
The value of the guarantees was more than 10% of the equity of KOGENERACJA S.A. In 2014, further annexes were
signed, changing the structure of the companies participating in the cash-pool system and extending the terms of the
respective agreements, with an unchanged value of the guarantees given by KOGENERACJA S.A. :
a. Guarantee up to the maximum amount of PLN 77,000 thousand to ING Bank Śląski S.A. securing against default on the
existing obligations, including in respect of the Daily Limits under the Daily Limits Liquidity Management Agreement,
by the debtors – the EDF Group companies in Poland, namely:
- EDF Polska S.A.,
- EDF Paliwa Sp. z o.o.,
- EDF Toruń S.A.,
- EC Zielona Góra S.A.
The guarantee expires on 31 August 2016.
The total amount of the obligations that are partly guaranteed by the Company is PLN 770,000 thousand.
b. Guarantee up to PLN 33,000 thousand in favour of ING Bank Śląski S.A. as security against default of the Group
companies in Poland specified above, under the Framework Agreement, for repayment of all the obligation, including
those in respect of the guarantee line, interest, fees and other costs, including the cost of debt enforcement, should any
EDF Group company in Poland listed above fail to meet its obligations by the deadline specified in the Framework
Agreement.
The guarantee expires on 31 August 2017.
The total amount of the obligations that are partly guaranteed by the Company is PLN 150,000 thousand.
c.

Guarantee for the obligations of EDF Polska S.A. under the Loan Agreement between EDF Polska S.A. and ING Bank
Śląski S.A., whereby ING Bank Śląski S.A. gave EDF Polska S.A. a credit line of PLN 150,000 thousand, up to the
maximum amount of PLN 33,000 thousand, securing the obligations of EDF Polska S.A. under the Loan Agreement,
and in particular the obligations in respect of the credit line, interest, fees and other costs, including debt enforcement
costs, if EDF Polska S.A. fails to meet its obligations towards ING Bank Śląski S.A. by the deadline specified in the
Loan Agreement.

The guarantee expires on 31 August 2016.
The guarantees were provided for a fee, which corresponds to the fees normally payable for such services provided in the
financial services sector, and was calculated pro-rata to the participation in the risk attached to the guarantee. For issuing the
guarantee under the Loan Agreement, the Parent Company will receive a fee of PLN 33 thousand; in respect of the Daily
Limits Liquidity Management Agreement and the Framework Agreement the Issuer will receive a fee of PLN 29 thousand.
According to the operating model of the cash-pool service, EDF Group companies in Poland will provide cross-guarantees
to each other, whereby cash transfers will be made. All the agreements with ING Bank Śląski S.A., i.e. the daily limits
liquidity management agreement, loan agreement and the framework agreement, concluded under the cash-pool system, are
secured through cross-guarantees.
Any potential risks attached to the cash-pool guarantee system and a detailed specification of all guarantees given by
subsidiaries were presented in the Consolidated Financial Statements of KOGENERACJA Group for the year ended
31 December 2014, III Notes, Note 40 Contingent claims and liabilities. A detailed list of guarantees given by the Parent
Company is presented in the Unconsolidated Financial Statements of KOGENERACJA S.A. for the year ended
31 December 2014, III Notes, Note 37 Contingent claims and liabilities.
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b. Guarantees received
In 2014, the Parent Company did not receive any guarantees (for loans or other), whose total value would exceed 10% of its
equity.

12. Litigations
In 2014 there were no litigations pending before any court, arbitration or administration bodies involving KOGENERACJA S.A.
or its Group companies with any liabilities or receivables exceeding 10% of the Parent Company's equity.

13. Issue of securities
As at 31 December 2014, the Parent Company did not have any securities in issue.

14. Financial results presented in the report vs. the published performance forecast
Neither the Company nor the Group published any projections for 2014.

15. Assessment of financial resources management
a. Elements of the consolidated statement of cash flows
In 2014 and 2013, the Group’s cash flows were as follows (selected data):

in PLN thousand

Net cash from operating activities
Net cash used in investing activities
Net cash from financing activities
Total net cash flows
Cash and cash equivalents at the beginning of the financial
year
Cash and cash equivalents at the end of the financial year

for the period
from 1 January 2014
to 31 December 2014

for the period
from 1 January 2013
to 31 December 2013

Change
(value)

115 051
(276 705)
43 563
(118 091)

389 807
(135 339)
(106 463)
148 005

(274 756)
(141 366)
150 026
(266 096)

159 074

11 069

148 005

40 983

159 074

(118 091)

In 2014, the operating cash flows decreased by PLN 274,756 thousand compared with 2013. The pronounced decrease in
the operating cash flows is a result of negative net working capital of PLN 70,590 thousand, which was strongly affected by
movements in receivables and inventories. The change in inventories resulted from recognition of energy certificates. The
value of receivables changed due to lower sale of heat and electricity in December.
In 2014, cash flows from investing activities were negative and doubled year-on-year. Higher expenses were incurred to
purchase fixed assets for the purpose of continuation of key projects (DeSOx and DeNOx installations) in the Parent
Company.
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The balance of cash flows from financing activities in 2014 was positive. The change was caused by the fact that in 2013
the Parent Company did not pay a dividend, and all the earnings were allocated to the reserve capital, which reduced the
Parent Company’s debt level in 2014. The Parent Company also received the first tranches of an investment loan from EDF
Investissements Groupe SA. and the Group received the grants in the total amount PLN 21,219 thousand.
In 2014, total net cash flows were negative and amounted to PLN 118,091 thousand. In the comparative period, the value
was positive at PLN 148,005 thousand. The financial resources management in 2014 did not allow the Company's cash
flows to be balanced, i.e. to ensure that the cash flows from operating activities would be used to finance investment and
financial expenses.

b. Liquidity ratios of the Group

Current liquidity
Quick liquidity

As at
31 December 2014

As at
31 December 2013

1,52
0,94

1,36
1,01

Change
(%)

12
(7)

The current liquidity ratio increased by 12% and the quick liquidity ratio fell by 7% as a result of reduction in short-term
liabilities (partial repayment of credit obligations of the Parent Company) and an increase in inventories due to certificates
produced in 2014.
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III. Investments and development in the Group
1. Assessment of investment capacity
a. Key investments in the Group in 2014
Tangible investments in the Group are focused on development, including environmental protection, modernisation and
replacement of fixed assets. With regard to equity investments, it is primarily the KOGENERACJA S.A. that invests
actively to acquire new energy markets, consolidate its market position and increase production capacity.
In the Parent Company’s opinion, there are no obstacles that would prevent the Group from delivering its investment plans
or make this task difficult. The planned spend is secured by own cash from different sources: own funds of the companies,
the cash-pool system for the EDF Group companies in Poland, the loan from WFOŚiGW (National Environmental
Protection and Water Management Fund), subsidies from the NFOŚiGW (National Environmental Protection and Water
Management Fund in Warsaw) (KOGENERACJA S.A.) and subsidies from NFOŚiGW (EC Zielona Góra S.A.).
In 2014, the Group spent PLN 298,433 thousand on the purchase of intangible and tangible fixed assets (compared with
PLN 153,074 thousand in 2013).
Below are the key capital expenditures of the Parent Company to be spent or continued in 2014 and 2013.

from 1 January 2014
to 31 December 2014

from 1 January 2013
to 31 December 2013

Internal investments

298 982

120 324

External investments

2 158

13 926

301 140

134 250

Total

In 2014, EC Zielona Góra S.A. incurred capital expenditures of PLN 35,125 thousand.

b. Internal investments
These investments are aimed at phased replacement of decapitalised production assets as well as their modernisation. In the
reporting year of 2014, majority of the capital expenditures were spent on:
 adaptation of the boilers in EC Wrocław to new SO2 emission standards (PLN 113,112 thousand) – contractors:
consortium of Rafako PBG
 adaptation of boilers in EC Wrocław to new NOx emission standards (PLN 65,928 thousand) – contractors:
consortium of Fortum Power and Heat Oy/Instal Kraków S.A.
Other key initiatives completed in 2014 include:
 capitalised overhaul of the Turbine 1 in EC Wrocław (PLN 9,475 thousand)
 upgrade of selected facilities outside of energy generation units (PLN 6,588 thousand)
 upgrade of the selected boiler pressure systems (PLN 7,572 thousand)
 upgrade of selected turbine generator components (PLN 5,013 thousand)
 upgrade of the selected auxiliary systems (PLN 4,182 thousand)
 capitalised overhaul of the K-1 boiler in EC Wrocław (PLN 3,744 thousand)
 upgrade of EC Zawidawie (PLN 2,923 thousand)
 capitalised overhaul of the K-3 boiler in EC Czechnica (PLN 2,947 thousand).
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The investments delivered in 2014 were mainly financed from the Parent Company's own funds and partly from external
sources:
-

Subsidy from the European Regional Development Fund towards the upgrade in EC Zawidawie.
Subsidy from the Provincial Environmental Protection and Water Management Fund and an investment loan from
EDF Investissements Groupe SA towards flue gas de-nitrification installation in EC Wrocław for boiler no. 3.
Preferential loan from Provincial Fund for Environmental Protection and Water Management to fund the design and
construction of the installation for wet flue gas desulphurisation using the lime & gypsum technology in EC Wrocław.
Cash-pool system.

The key objectives of the projects undertaken by EC Zielona Góra was to reduce heat losses in transmission, increase
reliability of heat supplies to buyers and hydraulic stabilisation of the heat network. In this context, the key tasks were
completed (in continuation of the work started in 2013) on the transmission line no. 4. and no. 1. Pre-insulated heating pipes
were put in place in individual sections of the heating network, replacing previous piping of 1,200 meters (under the
Heating Network Modernisation Project). Also, 9 heat chambers were renovated on ramification and district networks. In
these chambers, shut-off and drainage installations, and pipe sections were replaced.
In 2014, 19 heat distribution centres were fully modernised as their equipment was already worn out. In addition,
30 thousand automatic water replenishment valves were installed in central heating systems. In Q4 2014, work commenced
on installation of the necessary telemetry equipment in selected heat chambers and in all heat distribution centres.
The comprehensive telemetric system will make it possible to read remotely heat meters, heating parameters and to
regulate/change operating parameters of the heating system. The task is expected to be completed at the end of 2015.
A detailed description of the subsidies received is presented in the Consolidated Financial Statements of KOGENERACJA
Group for the year ended 31 December 2013: III Notes, Note 30 Deferred income.
c. Internal investments planned in the Group for 2015
In 2015, the Company will continue its largest investment, such as construction of the installations for denitrification and
desulphurisation of flue gases in EC Wrocław.
Other key tasks planned for 2015 include:
 upgrade of the main pumping station on unit 1 and 2 (BC-2 and BC-3) in EC Wrocław
 further upgrade of selected facilities outside of energy generation units
 upgrade of KW-3 and KW-5 switch stations for water boilers in EC Wrocław
 further upgrade of selected turbine generator components
 further upgrade of the selected boiler pressure systems
 fitting additional sequentially controlled equipment on units 1 and 2 (BC-2 and BC-3) in EC Wrocław
 capitalised overhaul on mill installations on K-2 boiler in EC Wrocław.
The investments to be delivered in 2015 will also be financed from the Parent Company's own funds and from external
sources, including: subsidy from the National Environmental Protection and Water Management Fund, investment loan
from EDF Investissements Groupe SA towards the denitrification project and a loan from the Provincial Environmental
Protection and Water Management Fund towards the desulphurisation project. The Parent Company is also considering
additional funding sources for its projects.

d. External investments
KOGENERACJA S.A. delivers external investments with regard to new connections to the Wrocław heat network, which are
aimed to increase the heat market, and result from the Company's strategic goals.
In 2014, new connections to the heating network of FORTUM and own network were 10.55 MWt in total, with 15 heat stations in
Wrocław (6.86 MWt), through construction of own heat stations for heat buyers funded from the Company’s own funds and heat
stations financed by buyers themselves (Zawidawie).
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At the same time, in Siechnice and Święta Katarzyna, 16 own and 22 third party heat stations were built and connected to the
Company’s own heating network, with a total capacity of 3.69 MWt. In 2014, the construction of a new heating network in Święta
Katrzyna was continued. New connections will be continued.
Both KOGENERACJA S.A. and EC Zielona Góra S.A. deliver external investments with regard to new connections to the
Wrocław and Zielona Góra heat network, respectively, which are aimed to expand the heat market, and result from the
companies’ strategic goals. Also, the Parent Company makes investments into development of own network and connection of
new buyers in Siechnice.
In 2014, new buyers were connected to the heat network and a total power of 14.18 MWt was provided to them:
 10.55 MWt including: in Wrocław – 15 heat stations with capacity of 6.86 MWt through construction of own heat
stations for heat buyers funded from the Company’s own funds. At the same time, in Siechnice and Święta Katarzyna
there were 16 own and 22 third party heat stations built, with a capacity of 3.69 MWt.
 New capacity of 3.63 MWt was delivered to Zielona Góra.
In 2013, a pilot project was started, called “Production of cooling from the network heat in Zielona Góra”. Under the project,
carried out with the University of Zielona Góra and EDF Polska, conceptual work is undertaken to equip the building of the
Nature Centre in Zielona Góra with a cooling unit powered with network heat. The project schedule provides for installation and
launch of a heating/cooling stations early in 2015 and performance of on-site surveys and analyses by the end of October 2015.
e. External investments planned in the Group for 2015
In 2015, new connections will be continued; KOGENERACJA S.A. plans new connections of 12 MWt. In 2015-2025, EC
Zielona Góra S.A. plans new connections of 50 MWt – baseline scenario. In the option of the considered connection of
facilities in the existing rural commune, the extra connection will be approx. 18 MWt. These plans will be feasible provided
that the city and the heating network continue to develop at the present high pace.

f. Equity investments
In 2014, KOGENERACJA S.A. did not make any equity investments.
On 30 November 2014, 100% shares of Renevis Sp. z o.o. were transferred to EDF Polska S.A. The shares in Renevis Sp. z o.o.
were sold for a price of PLN 16,232 thousand.

2. Events with significant impact on the Group’s activities
1) Events significantly affecting the Group activities in the financial year
In 2014, the following events significantly affected the Group’s business:











Reduction in the number of free-of-charge CO2 emission allowances received in the new KPRU (National Allowances
Distribution Plan) and the need for Group companies to purchase the missing allowances.
Re-introduction of the act on supporting cogeneration, i.e. the system of red and yellow certificates.
Sale of stake in Renevis Sp. z o.o. (now EDF Ekoserwis Sp. z o.o.) by the Parent Company.
Need for the Parent Company to increase provisions for the landfill reclamation fund.
Continuation of the transfer of non-production activities of the Parent Company: in 2014, the Coal Handling Area was
transferred to Renevis Sp. z o.o. (now EDF Ekoserwis Sp. z o.o.)
Creating an impairment charge on the value assets in the trigeneration plant of EC Muchobór.
Agreements signed in relation to: payment of energy allowance for pensioners and payment of compensation for
liquidation of certain staff benefits,
Receipt of a dividend of PLN 177,248 thousand from EC Zielona Góra S.A. (in 2013, KOGENERACJA S.A. received
a dividend of PLN 59,435 thousand from EC Zielona Góra S.A.).
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2) Events significantly affecting the Group’s activities after the end of the financial year until approval of the financial
statements
Events significantly affecting the Company’s activities after the end of the financial year until approval of the financial
statements:
 On 2 March 2014, the Management Board presented a declaration to allocate the entire profit for 2014 to reserves
(Current Report 2/2015).
 On 6 March 2014 the Management Board of subsidiary EC Zielona Góra S.A. adopted a resolution concerning the
submission to the Ordinary Shareholders’ Meeting a proposal on distribution of profit for 2014: PLN 43,393 thousand
for dividend (PLN 78.31 per share) and PLN 1 thousand for other reserve capital. The Management Board of
subsidiary, EC Zielona Góra S.A., also proposed dividend amounting to PLN 57,629 thousand (PLN 104.00 per share)
from other reserve capital.

3. Assessment of factors and extraordinary items affecting the Group’s performance in 2014
a. Impairment of assets in the trigeneration plant of EC Muchobór
In 2014, the assets in the trigeneration plant of EC Muchobór owned by the Parent Company were subject to a valuation.
Given the fact that the entity generates negative financial cash flows and taking into account the fair value of its key fixed
assets, KOGENERACJA posted an impairment charge of PLN 20,124 thousand.
b. Increasing provisions for the reclamation of landfills
As an entity managing the landfills in Siechnice and Kamień, in 2013 KOGENERACJA S.A. created a provision connected
with establishment of a landfill reclamation fund, in furtherance of its obligations connected with the closure, reclamation,
supervision and monitoring of landfills. The reclamation provision was estimated in an amount that would be sufficient to
cover the costs referred to in section 1, of the Waste Management Act of 14 December 2012 (Journal of Laws of 2013, item
21, as amended). As at 31 December 2013, it amounted to PLN 7,305 thousand. In 2014, after verification of the
assumptions and changes to the discount rate, the provision was increased by PLN 6,719 thousand.
c. Gas compensations in EC Zielona Góra S.A.
In 2014, EC Zielona Góra S.A. received an advance payment of PLN 18,000 thousand towards gas compensation. Also, the
company recognised an estimated annual correction of PLN 36,146 thousand in its revenues for 2014. The final amount of
the correction will be established on settlement with the Energy Regulatory Office. As a condition for receipt of the gas
compensation, the cost of production of electricity from gas fuel should be higher than the average electricity price in the
competitive market, as published by the Energy Regulatory Office in the year following the year for which the gas
compensation is estimated.
d. Certificates
On 30 April 2014, a law was reintroduced permitting energy producers to apply for certificates for co-generated energy, i.e.
red and yellow certificates. The Group's related income was PLN 29,755 thousand (including PLN 7,068 thousand for the
Parent Company and PLN 22,687 thousand for EC Zielona Góra S.A).
e. Employee benefits
On 16 September 2014, the Management Board of KOGENERACJA S.A. and Trade Unions, and on 19 September 2014,
the Management Board of EC Zielona Góra and Trade Unions reached an agreement on liquidation of energy allowances
for former employees and other eligible persons, and at the same time providing for a compensation payable to these
persons amounting to 4-year value of allowances, starting from 2015 (in EC Zielona Góra, the agreement was applied also
to the existing employees).
In 2014, the Group created a related liability of PLN 4,035 thousand (PLN 3,410 thousand in the Parent Company and
PLN 625 thousand in EC Zielona Góra S.A.). At the same time, the Group released its energy allowance provision of PLN
17,003 thousand (PLN 13,086 thousand by the Parent Company and PLN 3,917 thousand by EC Zielona Góra S.A.).
The resulting positive impact on other operating profit was PLN 12,968 thousand.
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On 22 December 2014, the Management Board of EC Zielona Góra S.A. and Trade Unions and on 22 January 2014, the
Management Board of KOGENERACJA S.A. and Trade Unions signed respective agreements on liquidation of a part of
social benefits, including benefits covered by actuarial reserves. The agreements cover all employees employed as at
1 January 2016 and provide for inter alia jubilee awards and changes to the value of retirement benefits and contributions to
the employee pension scheme. The agreement for KOGENERACJA S.A., also provides for liquidation of the energy
allowances.
Under the said agreements, as at 31 December 2014, the Group created a liability of PLN 25,464 thousand. At the same
time, provisions of PLN 23,712 thousand was released.

4. Internal and external factors affecting the Group’s development
a. External factors
1) Downward trend in the consumption of heat and the sale of electricity
As KOGENERACJA S.A. produces electric energy in association with heat, stability of the volume of heat bought by
customers is of key importance in the context of production. This is seen as a challenge due to the continuous investments in
the insulation of buildings and the implementation of energy-saving technologies by buyers.
In 2013, a connection of 10.6 MW t was completed in Wrocław and Siechnice and 3.63 MWt in Zielona Góra.
2) Trading in emission allowances
In accordance with the Ordinance of the Council of Ministers of 8 April 2014 on the list of installations generating
electricity and covered by the system of trading in allowances for emission of greenhouse gases, in the settlement period
starting on 1 January 2013. KOGENERACJA S.A. was granted CO2 allowances for the settlement period of 2013-2020.
Based on the Ordinance, the limit approved for the Company for 2013-2020 is 1,126,787 Mg including free allowances for
CO2 emissions for the production of electricity of 584,928 Mg and for the production of heat of 841,859 Mg (limit for 2013:
1,280,830 Mg; and for 2012: PLN 1,626,966):
actual emissions in 2014:

– 1,327,261 Mg

annual emission entitlement

– 1,126,787 Mg

shortage for 2014

–

200,474 Mg

excess for 2013

–

3,296 Mg

transactions made in 2014

–

234,846 Mg

balance of 2014 after final settlement (surplus)

–

37,668 Mg

In 2014, missing allowances of 234,846 Mg were purchased to balance the Company’s emissions for 2014. The other
allowances of 37,668 Mg were carried over to the next settlement period.
The limit approved for EC Zielona Góra for 2014 is 343,161 Mg, including free allowances for CO2 emissions for the
production of electricity of 253,184 Mg and for the production of heat of 89,977 Mg (limit for 2013: 380,712 Mg; and for
2012, according to KRPU II: PLN 606,639 Mg CO 2).
actual emissions in 2014:

– 558 072 Mg

annual emission entitlement

– 343,161 Mg

shortage for 2014

– 214,911 Mg

excess for 2013

–

transactions made in 2014

– 222,193 Mg

balance of 2014 after final settlement (surplus)

–
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In 2014, the Parent Entity and EC Zielona Góra purchased missing allowances of 234,846 Mg and 222,193 Mg,
respectively, to balance their emission accounts for 2014. The other allowances of 37,668 Mg and 11,358 Mg, respectively,
were carried over to the next settlement period. In accordance with the existing accounting policy, the Group created
a provision for the shortage of CO2 allowances of PLN 8,317 thousand. The purchased allowances were recognised in
a separate item of the statement of financial position: CO2 emission allowances purchased for redemption
of PLN 9,344 thousand.
3) Situation of the energy sector
In 2014, the situation in the electricity market was affected by the following external factors:
- demand for electricity
The demand for electricity in the National Energy System (KSE) was stable and comparable to the previous year. This
situation was mainly affected by the sustained level of industrial production and the relatively high air temperatures in
winter in Q1 and Q4 2014.
- Decrease in the prices of electricity
Compared with 2013, electricity prices continued to fall, which was driven by: the decrease in the quotations of the CO2
emission allowances, the increasing stock of coal in coal mines and growing generation of energy from renewable energy
sources (an increase in the installed power in the wind power plants that would push conventional power plants out of the
market). In Q3 and Q4 2014, electricity prices rebounded on both SPOT and forward market.
- Prices of green and red certificates
In 2014, the prices of green certificates stabilised, but at a much lower level than in 2012. The main reason for this was a
decrease caused by oversupply of certificates in the market due to higher production of energy from renewable sources in
prior years; in turn, growth was driven by limited production of energy from renewable sources in the cofiring process due
to its economic unviability. Another factor driving reduction of certificates value was uncertainty about legal developments
due to delays in implementation of a new act on renewable energy sources. As regards red and yellow certificates, on 30
April 2014, a support mechanism was introduced for electricity produced in the process of high-efficiency cogeneration.
However, due to the fact that the substitution fee for red certificates was set at a minimum level and the lack of legislation
extending the existing system of cogeneration support after 2018, the prices will not be sufficient to create an environment
encouraging new investments.
The situation in the electricity and certificates markets in 2015 will be mainly linked to the legal environment, especially
implementation of the act on energy from renewable sources. The updates to the Energy Law and elaboration of a new
system of support for production of electricity and heat in high-efficiency cogeneration units should have an impact on the
market of red and yellow certificates.
b. Internal factors
The overarching objective of the Company will be to achieve high profitability at the level expected by the shareholders,
acting in line with Company’s mission statement.
In 2012, the Strategy of KOGENERACJA until 2016 was updated. In effect, the Company’s Strategic Plan for 2012-2016
was revised and the organisation’s objectives were re-defined.

1) Strategy of KOGENERACJA S.A.
The overarching objective of the Company will be to achieve high profitability at the level expected by the shareholders,
acting in line with Company’s mission statement. In 2014, the Company continued the strategy enshrined in the document
Strategy of KOGENERACJA S.A. until 2016.
The strategy until 2016 rests on 5 Strategic Objectives:
A.
B.
C.
D.
E.

Improvement of the Health and Safety and environmental protection management in the Company
Maintaining the lead position in the heat market
Ensuring the expected profitability of the KOGENERACJA Group
Improvement of efficiency of production and reduction of the negative environmental impact
Development of staff competencies taking into account the social aspects
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These Strategic Objectives were translated into specific operational actions, such as:
•
•
•
•
•
•
•
•

achievement of the EBITDA, fixed costs and failure rate levels as adopted in the medium-term plan
delivery of the Ready for the Future project
improvement and harmonisation of production processes
zero accidents among the employees of the Company and its subcontractors
attempt to achieve the safety rating of 4.0 in the DuPont scale
maintaining the existing share in the heat market
implementation of the Succession Plan to the N-2 level
maintaining the expected level of the employees' engagement.

The progress in achievement of the individual objectives is monitored and assessed through regular updates presented to the
Management Board and the Operational Directors (Summary of Implementation of the CEO's MBO Contract).

2) Occupational Health & Safety
The priority for the Group companies is to reduce accidents at work to zero. The measures adopted to this end include
constant raising of the safety culture among the employees and subcontractors working on the premises of Group
companies, e.g. through delivery of the H&S Improvement Plan and its resulting organisational and technical actions.
In 2014, one accident happened, caused by a boiler failure. No accidents happened among the contractors of the Company
working on the key DeSOx and DeNOx investments. For the past several years, the number of accidents among the
Company's employees and third party contractors has been decreasing.
In 2014, the National Labour Inspection, as part of the "Build Safely" competition decided that the new wet flue gas
desulphurisation installation at EC Wrocław was the safest construction site in the Lower Silesia. The installation is being
built to adapt the Company's plants to new environmental requirements.

3) Management by Objectives – MBO
To improve effective management of the Company, in 2013 a new approach was adopted to the Management by Objectives
programmed implemented in 2002. KOGENERACJA S.A. introduced a new MBO Instruction, which linked the objectives
contracts supporting the Strategy with the periodic staff performance evaluation system. The document also specifies how
the progress vs. objectives is assessed and how the weights allocated to the individual tasks are measured.
In early 2014, detailed MBO Contracts were signed between the Managing Director and the individual Operational
Directors. The tasks set out in the MBO Contracts for 2014 resulted directly from the strategy of KOGENERACJA S.A.
Further on, the tasks covered by the Contracts for the Operational Directors were cascaded down to the Unit Managers, who
also signed MBO contracts in accordance with the method set out in the MBO Instruction.

4) Integrated Permits
As a result of amendments to the Environmental Protection Law, in 2014, changes were made to the environmental
decisions on integrated permits for EC Czechnica and EC Wrocław. Changes were made to the requirements for the
protection of soil and groundwater, including the means to ensure prevention of emissions to soil and groundwater, and
methods of systematic monitoring. Also, duration of the decision was changed to indefinite term.
On commissioning of the cogeneration installation in EC Zawidawie, the environmental decision of the Wrocław Mayor
was changed with respect to emission of gas and dust substances by EC Zawidawie.
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5) Integrated Management System
KOGENERACJA S.A. and EC Zielona Góra S.A. hold the Integrated Management System certification, covering three
systems:
1. Quality Management System compliant with standard PN-EN ISO 9001:2010
2. Environmental Management System compliant with standard PN-EN ISO 14001:2005
3. Health and Safety Management System compliant with standard OHSAS 18001:2007.
The Integrated Management System Certificate issued by the Polish Research and Certification Centre in Warsaw (PCBC)
to KOGENERACJA S.A. expires on 6 May 2016. On 28-29 May 2014, the auditors of the Centre conducted an audit that
confirmed validity of the Integrated System for Quality, Environment and Health & Safety Management System in
KOGENERACJA S.A. with respect to the associated generation, distribution and sale of heat and electricity.
The certificate for EC Zielona Góra expires on 6 August 2015. In May 2014, the PCBC auditors conducted an audit in the
company, which ended with a positive outcome.
6) Employment policy
In 2013, new support programmes were adopted with a view to employment restructure: the Individual Terminations
Programme, the Time to Retirement Programme, the Early Retirement Programme, the Staff Transfer Programme, the
Worktime Reduction Programme and the Retirement Terminations Programme.
In 2014, the programmes were used by 158 persons: 99 in the Parent Company and 59 in EC Zielona Góra S.A.
7) Synergies in the EDF Group
In search of synergies in its companies, the EDF Group set up the Shared Services Centres (CUW) in Kraków. Since 1 July
2010, the Centre has been providing services for all EDF Group companies in Poland in the area of Engineering,
Procurement, Logistics, Finance and IT; since 2011: in the area of HR, Internal Audit and R&D and since 2012 - in the area
of Telecommunication and Administration. In 2013, the Communication area was transferred to EDF Head Office and the
Overhauls area to CUW Engineering. Due to the need to coordinate actions relating to the ash removal, the subsidiary
Renevis Sp. z o.o. (now EDF Ekoserwis Sp z o.o.) took over the Ash Removal Area and started providing the services in this
domain to EDF Group in Poland. (now EDF Ekoserwis Sp. z o.o.). In 2014, the Coal Handling Area within the Technical
Division, was transferred to EDF Ekoserwis Sp. z o.o.

8) Development of staff competencies
In 2014, the average days of training per employee in Parent Company were 3.2. During the year, a total of 9 thousand
training hours were delivered.
In 2014, as part of the project titled "Ready for the Future", a process of internal training courses was commenced. 103
persons participate in the training. Each participant received an Individual Training Plan. The training agenda is closely
adjusted to the training needs of the training participants and the prospective organisation structure of the Company.
A new system of electronic enrolment for the training courses as part of the Summer Development Academy was put in
place. The system is based on the e-platform on EDF Intranet.
It was the second year in a row that the Summer Development Academy was organised for the Company’s employees
within EDF Group. The purpose of the Academy was to deepen employees' knowledge on the areas that they find hard to
improve during the year due to time constraints, but which often are important in their day-to-day work. The courses
(assertiveness, self-motivation, coping with change, vital energy/stress management, business presentation in English,
business correspondence in English).
The development of management and expert skills was reinforced through a programme of versatile trainings in EDF Group:
- Skillsoft Leadership Advantage Platform
- Trainer's Academy
- succession plans and the "Young Potential" programme
- "360 degrees " assessment for key managers
- individual and group coaching programmes.
In 2014, the Parent Company continued its programmes of social partners development as part of the Social Academy.
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5. Sustainable development and social responsibility
Sustainable development is a philosophy that promotes combination of satisfactory trading performance with a profound
care about social and natural environment.
NATURAL ENVIRONMENT
1) Key environmental investments.
KOGENERACJA S.A. focuses its environmental protection measures on reduction of harmful gas emissions, use of
renewable energy sources (increased production from biomass), liquidation of landfills, etc. As part of the investment in EC
Czechnica, one of the coal boilers was upgraded and retrofitted into a fluidised bed boiler, which is 100% biomass-fired.
After the upgrade, the equipment produces 100 tons of steam/hour from biomass: the steam is used for electricity and heat
production for Wrocław and Siechnice. The fluidised bed boiler, with its entire biomass-feeding infrastructure, was brought
into use late in Q4 2010.
In 2013, the construction started of the DeSox and DeNox installations in EC Wrocław. The projects will substantially
improve the quality of air in addition to ensuring long-term safety of energy supplies for the Lower Silesia. Thanks to the
two installations, the emissions of sulphur oxides will be reduced five times, and the emissions of nitrogen oxides – three
times. The projects are planned to be completed at the end of 2015.
2) Energy patronage over the Youth Sociotherapy Centre
In May 2010, an agreement was signed between KOGENERACJA S.A. and the Wrocław Municipality to extend a
patronage over the Youth Sociotherapy Centre 2 at 51 Kielecka Street in Wrocław. The agreement includes actions designed
to achieve savings in heat and energy consumption (assistance in improvement of insulation of buildings), and educational
actions for youth promoting respect for the natural environment and an energy-saving mindset. The Centre is supported
through: active staff volunteering, donations (financial and other), initiatives promoting energy efficiency and
environmental protection and encouraging healthy lifestyle (financing dancing and swimming lessons and nature tours).

3) Actions promoting biodiversity
Together with external institutions, KOGENERACJA delivered three projects in the area of environmental education:
 Continued the "Ecological Education" programme in cooperation with the Lower Silesian Ecological Club (lessons on
environmental protection in Wrocław's primary and secondary schools, ecological workshops for school students and
study visits to KOGENERACJA organised for teachers and focusing of ecological aspects of network heat.
 Continued the “Zielone Nadodrze” (Green Nadodrze) project addressed to the residents of the Nadodrze area,
delivered in cooperation with the Economic Development Office of Wrocław and NGOs dealing with environmental
protection (a cycle of social/educational events and fairs in Nadodrze that promote network heat and education in this
area).
 Implemented the project called Ecological Przedmieście Oławskie as part rejuvenation of the Przedmieścia Oławskie
district (potential area for new heat network connections) carried out by the City of Wrocław in cooperation with the
Economic Development Office of Wrocław and NGOs.
4) Promoting access to energy and ecological effectiveness
The Parent Company aims to acquire new buyers of heat. Its offer for large and small enterprises includes heat supplies via
the heat network in Wrocław and Siechnice instead of local heat sources using oil, gas and coal.
Residents of multi-family houses are offered heating network of the new generation with individual heat exchangers and hot
water for households, as well as individual measurements of heat consumption as a measure to keep the use of heat under
control.
The Parent Company is also undertaking actions to reduce losses on heat transmission and to increase reliability of supplies:



Modernisation of own equipment and distribution networks. Modernisation of the western network section in the
2xDN 150/125 duct (ca. 200 meters) in EC Zawidawie (audit showing 13.5 tonnes of oil equivalent).
Organisation of a tender for modernisation of the SN 20 kV switching station in EC Zawidawie consisting in its
exchange into outdoor switching station (to be delivered in 2015) and modernisation of heat chambers and some shutoff and drainage wells in the Municipality of Siechnica (to be delivered in 2014 and 2015).
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Cooperation with housing cooperatives to obtain white certificates
Energy efficiency certificates (white certificates) are a mechanism that stimulates energy saving behaviours. White
certificates can be obtained solely for the projects characterised by the highest economic efficiency. The act on energy
efficiency imposes an obligation to obtain and present for redemption to the President of the Energy Regulatory Office
a stated number of white certificates. Otherwise, a substitution fee needs to be paid. In order to obtain white certificates,
KOGENERACJA agreed with three housing cooperatives in Wrocław to exchange old and low-efficiency heating systems
with new, compact high-efficiency systems; also passive electricity compensators were installed in the propulsion units of
passenger lifts.
As a result, the housing cooperatives achieved energy savings and will qualify for white certificates in the future, with
related benefits to be shared with KOGENERACJA under respective agreements. In 2014, the Company carried out 11
energy efficiency audits for housing cooperatives.
SOCIAL ENVIRONMENT
The Company’s social responsibility, following the principles of Sustainable Development, manifests itself through a policy
that promotes rational use of energy, commitment to the social integration of the disabled and encouraging health-promoting
attitudes. Delivery of these goals is facilitated by the energy patronage over the Youth Sociotherapy Centre, industrial
tourism, promotion of energy efficiency among customers and employees, supporting integration projects, a programme of
assistance for socially sensitive customers and promotion of health-improvement actions.

a. Industrial tourism
Industrial tourism means regular lessons at primary schools designed to educate pupils on: the benefits arising from
combined energy and heat production, energy savings and environmentally friendly attitudes. The lessons are conducted by
retired employees of the Company, who in this way actively participate in the life of the organisation. Pupils are also invited
to educational lessons on the Company's premises. As part of the annual Open Door Days, the Company gives access to its
production plants to a wide public. Owing to the intensive work on construction of the DeSOx and DeNOx installations, the
Open Door Days were suspended due to safety reasons.

b. Initiatives aimed at integration of the disabled
The Company has for years supported international initiatives with participation of the disabled in Wrocław, including:
- patronage over the International Wheelchair Tennis Tournament Wrocław Cup, organised by the Silesian Association of
the Disabled Sportsmen AKTYWNI
- Constant co-operation with the Wrocław Disabled Assembly (Sejmik), MEP Sławomir Piechota and the Wrocław Mayor's
Representative for the Rights of the Disabled and the Association of the Blind and Vision-Impaired in Wrocław.
In 2013, the Company was awarded with the certificate ”Wrocław without Barriers” in the category “Social Responsibility
of the Business”. As part of continuation of actions in this area, in 2014, the Company participated in the project named
"Wrocław for All 2014" devoted to a wide-ranging information campaign for the integration of the disabled and the
prevention of discrimination. KOGENERACJA S.A. was an official partner of the project together with the Wrocław City
Office, the Lower-Silesian Integration Centre and the L’Arche Foundation.
c. Socially sensitive customers
It was another year that KOGENERACJA conducted the Aid Programme for Socially Sensitive Buyers addressed to the
residents of Wrocław and Siechnice. The Programme is based on agreements signed in May 2014 with the authorities of
Wrocław and Siechnice whereby KOGENERACJA provided the two municipalities with funds to cover a part of heating
and hot water costs of the people who are in hardship.
In Wrocław, the Programme is addressed to the members of housing cooperatives and housing communities that have heat
purchase agreements with the Wrocław-based heat provider. The distribution of funds is at the discretion of the Municipal
Social Aid Centre (MOPS), which identifies families that particularly need aid. The Programme also covers nursing homes
and childcare centres that are city-owned and operate as public benefit organisations.
In the municipality of Siechnice, the Programme is available to the residents who use network heat under comprehensive
heat purchase agreements. The funds are also distributed by local Social Aid Centre.
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d. Employees
The Company promotes an active way of life. Its employees benefit from organised forms of active leisure proposed by the
Sports and Tourism Association.
KOGENERACJA S.A. has an agreement with EMC Instytut Medyczny SA for provision of medical services to the
Company’s employees, including occupational medicine services. The Company has also signed an agreement with PZU
(Insurer) that gives its employees access to specialist healthcare and non-standard services, depending on the extent of the
individual cover.
In 2014, as part of co-operation with these companies, anti-flu vaccines for staff were refunded and campaigns were held for
the prevention of heart diseases. The employees also used subsidies to corrective glasses.
In 2014, the programme called “Healthy EDF” was initiated. Its objective is to combat stress, promote healthy lifestyles and
encourage employees to achieve a balance between their work and personal life. As part of the Health Week, the Company
organised blood pressure, glucose and body weight checks, arranged the "Apple for All" campaign and held different
workshops and meetings with experts on healthy nutrition experts.
e. Other social organisations
For many years, the following social organisations have been operating on the Company’s premises, supported by the
Company:
•
Four Trade Unions
•
Sports and Travel Association
•
Blood Donors Club
•
Volunteer Fire Department
•
Association of Seniors, retired employees of KOGENERACJA S.A.
•
Józef Pupka Foundation
•
SEP Association of Polish Energy Experts; SIMP- Association of Polish Engineers and Mechanics.
f. Board of Ethics
In 2004, the Parent Company established a Board of Ethics, comprising representatives of the Company's personnel. The
Board operates outside the formal structures and its members are not remunerated. The role of the Board of Ethics is to
promote among employees ethical attitudes and behaviours based on an internal Collection of Ethical Rules and Values of
KOGENERACJA.
The Board of Ethics initiated the “Programme of assistance for the persons suffering from problems with abuse of
psychoactive substances” and a cycle of trainings to increase work safety in co-operation with the KARAN Association in
Wrocław. In 2013, the Management Board of KOGENERACJA S.A. adopted the Code of Ethics of EDF Group Poland as
equivalent to the existing documents in this area. Also, the Corruption and Fraud Prevention Policy was put in place.
g. Respect Index
On 18 December 2014, the Warsaw Stock Exchange announced the new list of socially responsible companies. For the fifth
time, KOGENERACJA S.A. found itself among the most responsible companies listed on the Warsaw Bourse.
h. Other initiatives
On 10 March 2014, during the inauguration of the 3rd Stage of the project called Vision of Sustainable Development for the Polish
Business 2050 that took place in Warsaw, KOGENERACJA joined the group of signatories of the project.
The project is a joint initiative of the Ministry of Economy, Ministry of Environment, the Responsible Business Forum and PwC.
The purpose of the project is to integrate businesses in Poland around the idea of sustainable development and to make business
representatives aware of the challenges in this area, as well as to strengthen dialogue between administration and business to work
out specific solutions to support achievement of development goals for Poland.
In 2014, KOGENERACJA joined the UN Global Compact, and thus undertook to support, adopt and apply, in all areas of its
activity, human rights, work standards, environmental protection principles and anti-corruption policies.
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6. Environmental protection
KOGENERACJA S.A. produces electricity and heat in a co-generation system, thus contributing to a fuller use of chemical
energy of fuel and reduction of environmental pollution. The Company’s underlying principle is Sustainable Development,
a philosophy that promotes combination of satisfactory trading performance with a care about social and natural
environment.

Actual emissions in 2014 and 2013, and permitted emissions in KOGENERACJA S.A.

Actual emissions in 2014
Actual emissions in 2013
Permitted emissions in 2014

7. Outlook for the Group’s development
The principal objective of KOGENERACJA Group is the achievement of high profitability of electricity and heat
generation while maintaining the highest standards of work safety, reliability of production equipment, care about the
natural environment and preparation for the future by making organisational changes, building new competencies and
working out the foundations for the necessary investment decisions .

The outlook for the development of the Parent Company was described in detail in the Management Board’s Report on the
Activities of KOGENERACJA S.A. for 2014. In particular, it was emphasised that the Company is going to achieve high
profitability by taking steps to reduce fixed and variable costs and to obtain extra revenues. Thanks to the high reliability of
its equipment, the Parent Company remains a solid supplier of heat and electricity. The Parent Company is determined to
maintain its leading position in the local heat market, e.g. by taking protective measures against the project of development
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of a competitive heat source in Wrocław. KOGENERACJA S.A. is also thinking about its future in the context of the next
20 years. The already commenced construction of the desulphurisation and denitrification installations in EC Wrocław will
allow the Company to meet all the environmental standards and maintain emission limits, also after they are tightened after
2016. Advanced works are being undertaken to prepare investment decisions regarding construction of new equipment in
EC Czechnica. There is a project named "Ready for the Future" to work out a new organisational structure for
KOGENERACJA S.A. and to prepare the Company’s personnel to have the competence to tackle the challenges lying
ahead.
At present, the only subsidiary of KOGENERACJA S.A. is EC Zielona Góra S.A. The company receives compensation
towards stranded costs following termination of the Power Purchase Agreement. However, given the expected increase in
electricity prices, the amounts are most likely to be returned (partly or in full) in the future. With the recently completed
construction of gas and oil boilers and having the modern CC Gas Unit, EC Zielona Góra is positioned as a reliable, and
environmentally friendly producer of electricity and heat that will meet all the environmental protection rules and standards
that might emerge in the future. The company also participates in the "Ready for the future" project described above.
Summing up, all the activities, opportunities and projects described above are in the opinion of the Management Board of
the Parent Company a sound foundation for strong performance of the Group companies, positioning them well for robust
profitability going forward.

8. Key achievements in research and development
In 2014, as part of the R&D Service Agreement with EDF Polska, the Company participated in adaptation of the generating
equipment to the future environmental requirements and application of new technologies in the process of heat and
electricity generation, including in particular:
 continued research process, started in prior years, into the chloride corrosion and vilification during the co-firing of
biomass
 completed the projects designed to assess the outlook for the use of ashes from EDF companies in Poland, taking
account of the ash quality and the environmental impact
 completed the project of assessment of the impact of the co-firing of biomass on the pollution of SCR catalysers
 completed the project of improvement of the dynamic properties of steam boilers
 continued analyses relating to the energy system based on gas tri-generation
 set the milling capacities for the selected biomass types
 continued the strategic Generation Efficiency project.
In 2014, in the area of Company development, the Company continued to work on a design of the new electricity and heat
generation unit in EC Czechnica. Technical and economic analyses were performed relating to connection of utilities and
power take-off and documents were prepared for the purpose of assessment of the project's environmental impact.
In 2014, two key development projects of KOGENEARCJA S.A. were being delivered: - construction of the DeSOx
installation and the DeNOx installation in EC Wrocław.

9. Description of key risks and threats
Key risks and threats relating to the operations of KOGENERACJA S.A.:
1) Dependence on buyers, plans to construct a competitive CHP plant
With respect to heat sales, the Company’s operations are to a large extent dependent on Fortum Power and Heat Polska, the operator
of the heat distribution network. A key risk source for the Parent Company is the project of Fortum Power and Heat Polska to
construct a heat and power plant with CC Gas Unit with a capacity of 400 MW, located in Wrocław at ul. Obornicka 195.
In response to this threat, the Company took a number of steps to make the city and province authorities, and the public alike,
aware about the impact of the construction of such heat source and its connection to the heating system in Wrocław, namely the
expected higher cost of heat delivered from the system.
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By the end of 2014, Fortum Power and Heat Polska Sp. z o.o. did not confirm the decision to build its own energy source. The
decision was postponed due to the legislative work on amendments to the Energy Law, particularly with respect to support for
high-efficiency cogeneration.
2) Change of Energy Law
The Energy Law and its implementing regulations give shape to Poland's energy policy and determine the rules and
conditions of the supply and use of fuels and energy, and indicate competent authorities to decide on matters of fuel and
energy trade. In 2014, the Energy Law was amended three times: on 1 January (on the basis of the act of 26 July 2013
amending the Energy Law and some other acts); 30 April (on the basis of the act of 14 March 2014 amending the Energy
Law and some other acts); and on 9 May (on the basis of the act of 21 March of 2014 on changes to the act on
biocomponents and liquid biofuel and some other acts).
3) CO2 emissions
The risk associated with CO2 emissions and the need to use an appropriate amount of emission allowances was not so severe
in the previous years, as the actual CO2 emission was lower than the limits allocated to the Company under the National
Plan of Distribution of Allowances (KPRU). The low amount of emission allowances granted under KPRU III for 20132020 means:
- changes in the method of distribution of allowances into an auction system according to the new Directive on emission
allowances
- only a part of the allowances will be received by the Company free-of-charge - under the National Implementing
Measures and the National Investment Plan, the allocations for heat and electricity, respectively, will need to be
evidenced with completed projects
- starting from 2020, all the allowances will be acquired through auctions.
All this will lead to an increase in the production costs as costly emission allowances will need to be purchased or extra
investments will be needed to increase the generation efficiency. The instability of prices of CO2 emission allowances is
seen as another risk.
4) Factors connected with changes in the demand for heat by buyers
The decrease in demand for heat, which was due to, among other things, restructure of the industry, upgraded insulation of
houses and apartments, reduced heat losses during transmission and installation of weather sensors in the central heat
stations has been stopped in the recent years. The active steps taken by KOGENERACJA S.A. to acquire new buyers,
especially its co-operation with the Wrocław Municipality with regard to connection of new and existing buildings to the
network compensate for the reduced demand and help stabilise the sale of heat. Last year, the sale of contracted heat power
in Parent Company increased by 4.69 MWt, i.e. by 0.45%.
5) Factors connected with fluctuating levels of heat and electricity sales
The Company’s sales are characterised by seasonality. In the period from October to April the demand for heat is much
higher than in other months. This means that the possibility to generate electricity in the combined system is also seasonal.
The Company does have the technological capacity to generate electricity also in the period of a lower demand for heat
(through the so called “pseudo-condensation”) but this has been significantly limited since 1 July 2007, i.e. after ratification
of another revision of the Energy Law, due to the requirement to keep the minimum gross efficiency of transformation of
chemical energy into electricity and heat in the cogenerated system at 75%. In 2014, EC Wrocław achieved the efficiency of
82.33%, while EC Czechnica noted 77.02%.
6) Amendment of the IPPC Directive - proposal for a Directive of the European Parliament and of the Council on
industrial emissions (COM(2007)/844/Final)
6 January 2011 saw implementation of the Directive on industrial emissions, replacing the IPPC and LCP directives. The
directive should be implemented in the Polish law by 6 January 2013. The direction of the legislative changes clearly
indicates a major tightening of the requirements to reduce the emissions of SO2, NOx and dust starting from 1 January
2016. This means the need to incur high costs of construction of installations to reduce emissions or early replacement of
the existing equipment. At present, the Company is carrying out construction and assembly of the desulphurisation and
denitrification installation for the energy production equipment in EC Wrocław
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10. Changes in the key principles of the Company and Group management
In 2014, there were no significant changes in the principles of management of the Company or its Group.
On 1 July 2010, the Company began implementation of a multi-stage project associated with a transfer of non-technical areas to
the Shared Services Centre (CUW) in Kraków. As a result of establishment of the Shared Services Centre, the organisation
structure of KOGENERACJA S.A. was modified. Subsequent changes were implemented in December 2013. The
Communication Department was separated from the Company’s organisational structure, and its role was taken over by the
Corporate Communications Directorate of EDF Polska S.A. Due to the need to coordinate actions relating to the ash removal, the
subsidiary Renevis Sp. z o.o. (now EDF Ekoserwis Sp z o.o.) took over the Ash Removal Area and started providing the services
in this domain to EDF Group in Poland. (now EDF Ekoserwis Sp. z o.o.). In 2014, the Coal Handling Area within the Technical
Division, was transferred to EDF Ekoserwis Sp. z o.o.

As at 31 December 2014

Organisational Structure of KOGENERACJA S.A.
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IV. Statement of compliance with the corporate governance principles
1. Corporate Governance Principles
a. Collection of the corporate governance principles
On 4 July 2007, the Supervisory Board of the Warsaw Stock Exchange (WSE) adopted new corporate governance
principles under the name Code of Best Practice for the WSE Listed Companies, which became effective on 1 January
2008. GPW amended the Code on 21 November 2013 (Appendix to Resolution No 19/1307/2012 of the Stock Exchange
Council of 21 November 2012, effective since 1 January 2013).
The document is available at the dedicated WSE website www.corp-gov.gpw.pl. As a WSE-listed company KOGENERACJA
S.A. is covered by this Code.

b. Application of best practice in corporate governance and election not to use the corporate governance principles

I BEST PRACTICE - RECOMMENDATIONS
PRINCIPLE

1

COMMENT OF KOGENERACJA S.A.

A company should pursue a transparent and effective
information policy using both traditional methods and
modern technologies and latest communication tools
ensuring fast, secure and effective access to information.
Using such methods to the broadest extent possible, a
company should in particular:
-maintain a company website whose scope and method of
presentation should be based on the model investor
relations service available at http://naszmodel.gpw.pl/;
http://naszmodel.gpw.pl/;
-ensure adequate communication with investors and
analysts, and use to this purpose also modern methods of
Internet communication;

YES

The Company has a press spokesman who ensures
proper communication with the media, provides up-todate information on-line, organises annual meetings
with shareholders, answers the questions asked by the
shareholders and analysts and gives interviews to the
media.

3

A company should make every effort to ensure that any
cancellation of a General Meeting or change of its date
should not prevent or restrict the exercise of the
shareholders’ right to participate in a General Meeting.

YES

The Company makes efforts to meet the shareholders'
expectations in this regard.

4

Where securities issued by a company are traded in
different countries (or in different markets) and in
different legal systems, the company should strive to
ensure that corporate events related to the acquisition of
rights by shareholders take place on the same dates in all
the countries where such securities are traded.

YES

The securities issued by the Company are traded only
in Poland

Partly

The remuneration is connected with the roles and
responsibilities of directors (see IV point 10 of the
Management Board’s Report: Management Board,
Supervisory Board – principles of operation of the
governing bodies)
The Remuneration Policy is analysed in terms of its
compliance with Commission Recommendation of 14
December 2004.

5

A company should have a remuneration policy and rules
of defining the policy. The remuneration policy should in
particular determine the form, structure, and level of
remuneration of members of supervisory and management
bodies. Commission Recommendation of 14 December
2004 fostering an appropriate regime for the remuneration
of directors of listed companies (2004/913/EC) and
Commission Recommendation of 30 April 2009
complementing that Recommendation (2009/385/EC)
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should apply in defining the remuneration policy for
members of supervisory and management bodies of the
company.

6

7

A member of the Supervisory Board should have
appropriate expertise and experience and be able to devote
the time necessary to perform his or her duties. A member
of the Supervisory Board should take relevant action to
ensure that the Supervisory Board is informed about
issues significant to the company.

YES

Each member of the Supervisory Board should act in the
interests of the Company and form independent decisions
and judgments, and in particular:
- refuse to accept unreasonable benefits which could have
a negative impact on the independence of his or her
opinions and judgments;
- raise explicit objections and separate opinions in any
case when he or she deems that the decision of the
Supervisory Board is contrary to the interest the company.

§15 section 1 of the General Meeting Regulations says
that: “the General Meeting elects Supervisory Board
Members from among the persons having appropriate
skills, high moral principles and who are able to
perform their duties on the Supervisory Board
competently”.
The Company’s shareholders decided that such criteria
for selection of the Board members are sufficient to
appoint the Board that will properly fulfil its role.

YES

8

No shareholder may be given undue preference over other
shareholders with regard to transactions and agreements
made by the company with shareholders and their related
entities.

YES

The Management Board of the Company makes every
effort to ensure that shareholder receive equal
treatment, which is also enshrined in the Management
Board Regulations, §3 point 3.

9

The WSE recommends to public companies and their
shareholders that they ensure a balanced proportion of
women and men in management and supervisory
functions in companies, thus reinforcing the creativity and
innovation of the companies’ economic business.

YES

In 2013, the Company became a signatory of the
“Diversity Card”

NO

Even though the Company regularly supports many
public organisations, the Company has not developed
any set of rules for supporting different forms of artistic
/ cultural expression or sport activities.

If a company supports different forms or artistic and
cultural expression, sport activities, educational or
scientific activities, and considers its activity in this area
to be a part of its business mission and development
10 strategy, impacting the innovativeness and
competitiveness of the enterprise, it is good practice to
publish, in a mode adopted by the company, the rules of
its activity in this area.

As part of a listed company's due care for the adequate
quality of reporting practice, the company should take a
position, expressed in a communication published on its
website, unless the company considers other measures to
be more adequate, wherever with regard to the company:
- published information is untrue or partly untrue from the
beginning or at a later time;
11 - publicly expressed opinions are not based on material
objective grounds from the beginning or as a result of later
circumstances.
This rule concerns opinions and information expressed
publicly by company representatives in the broad sense or
by other persons whose statements may have an opinionmaking effect, whether such information or opinions
contain suggestions advantageous or disadvantageous to
the company.

YES
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A company should enable its shareholders to exercise the
voting right during a General Meeting either in person or
12 through a plenipotentiary, outside the venue of the
General Meeting, using electronic communication means:

NO

The rule is not used due to numerous legal
inconsistencies.

II BEST PRACTICE FOR MANAGEMENT BOARDS OF LISTED COMPANIES
PRINCIPLE

1

Website, level of information
A company should operate a corporate website and
publish:
1) basic corporate regulations, in particular the statutes
and internal regulations of its governing bodies;
2) professional CVs of the members of its governing
bodies;
2a) each year, in the fourth quarter - information on the
share of women and men in the management board and the
supervisory board of the company, over the last two years;
3) current and periodic reports;
5) where members of the company’s governing body are
elected by the General Meeting – the basis for proposed
candidates for the company’s Management Board and
Supervisory Board available to the company, together
with the professional CVs of the candidates within a
timeframe enabling a review of the documents and an
informed decision on a resolution;
6) annual reports on the activity of the Supervisory Board
taking account of the work of its committees together with
the evaluation of the work of the Supervisory Board and
of the internal control system and the significant risk
management system submitted by the Supervisory Board;
7) shareholders’ questions on issues on the agenda
submitted before and during a General Meeting together
with answers to those questions;
8) information about the reasons for cancellation of a
General Meeting, change of its date or agenda together
with grounds;
9) information about breaks in a General Meetings and the
grounds of those breaks;
10) information on corporate events such as payment of
the dividend, or other events leading to the acquisition or
limitation of rights of a shareholder, including the
deadlines and principles of such operations; Such
information should be published within a timeframe
enabling investors to make investment decisions;
11) information known to the Management Board based
on a statement by a member of the Supervisory Board on
any relationship of a member of the Supervisory Board
with a shareholder who holds shares representing not less
than 5% of all votes at the company’s General Meeting;
12) where the company has introduced an employee
incentive scheme based on shares or similar instruments –
information about the projected cost to be incurred by the
company from to its introduction;
13) a statement on compliance with the corporate
governance rules contained in the last published annual
report, as well as the report referred to in § 29.5 of the
Exchange Rules, if published;
14) information about the content of the company’s
internal rule of changing the company authorised to audit
financial statements or information about the absence of
such rule.

COMMENT OF KOGENERACJA S.A.

Partly

This rule is partly followed as the Company does not
publish on its website all the referenced materials:
Partly point 1 – the Company publishes its Articles of
Association and the General Meeting Regulations, but
does not publish the Supervisory Board or Supervisory
Board Regulations.
Partly point 4 – the Company published all the
specified documents except the rationale for the draft
resolutions, at the dates required by the Ordinance;
Point 6. The Supervisory Board submits its report on
activities to the General Meeting; no evaluation is made
of the internal control system;
Point 7. The Company does not maintain an extra
register of shareholders' questions before and during
the General Meeting;
Point 11. The Management Board has not received any
statement on any relationships, hence no such
information has been published on the Company’s
website.

The Company endeavours to increase the scope of
disclosures on its corporate website.
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2

Website in English
The Company shall publish its web site in English, at least
in the extent stipulated in part II. point 1.

Partly

The scope of Part II.1 is also complied with as per the
description above.

3

Significant agreement
Before a company executes a significant agreement with a
related entity, its Management Board shall request the
approval of the transaction/agreement by the Supervisory
Board. This condition does not apply to typical
transactions made on market terms within the operating
business by the company with a subsidiary where the
company holds a majority stake. For the purpose of this
document, the linked entity shall be understood within the
meaning of the Regulation of the Minister of Finance
issued under the Article 60.2 of the Act on public offer
and the conditions for introducing financial instruments to
organised turnover and on public companies, dated 29
July 2005 (Journal of Laws, no. 184, item 1539 as
amended)

NO

The applicable laws, including the Statutes of the
Company do not provide for the requirement to obtain
approval for such agreements

4

Conflict of interest
A member of the Management Board should provide
notification of any conflicts of interest which have arisen
or may arise, to the Management Board and should refrain
from taking part in the discussion and from voting on the
adoption of a resolution on the issue which gives rise to
such a conflict of interest.

YES

6

Participation in the General Meeting
A General Meeting should be attended by members of the
Management Board who can answer questions submitted
at the General Meeting.

YES

In line with §4 section 4 of the Management Board
Regulations, “the Management Board Members shall
take part in the meetings of the General Meeting”

7

Organisation of the General Meeting
A company shall set the place and date of a General
Meeting so as to enable the participation of the highest
possible number of shareholders.

YES

The Company each time makes efforts to meet the
shareholders' expectations in this regard.

8

If a company’s Management Board is informed that a
General Meeting has been summoned pursuant to Article
399 § 2–4 of the Code of Commercial Partnerships and
Companies, the company’s Management Board shall
immediately perform the actions it is required to take in
connection with organising and conducting a General
Meeting. This rule shall also apply if a General Meeting is
summoned on the basis of authorisation given by the
registration court pursuant to Article 400 § 3 of the Code
of Commercial Partnerships and Companies.

YES
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III BEST PRACTICE FOR SUPERVISORY BOARD MEMBERS
PRINCIPLE

1

2

3

4

In addition to its responsibilities laid down in legal
provisions the Supervisory Board should:
1) once a year prepare and present to the Ordinary
General Meeting a brief assessment of the company’s
standing including an evaluation of the internal control
system and the significant risk management system;
3) review and present opinions on issues subject to
resolutions of the General Meeting.

COMMENT OF KOGENERACJA S.A.
The Company’s Supervisory Board does not make
annual assessment of the internal control system and
the significant risk management system.
Partly

A member of the Supervisory Board should submit to the
company’s Management Board information on any
relationship with a shareholder who holds shares
representing not less than 5% of all votes at the General
Meeting. This obligation concerns financial, family, and
other relationships which may affect the position of the
member of the Supervisory Board on issues decided by
the Supervisory Board.

YES

A General Meeting should be attended by members of the
Supervisory Board who can answer questions submitted at
the General Meeting.

YES

A member of the Supervisory Board should notify any
conflicts of interest which have arisen or may arise to the
Supervisory Board and should refrain from taking part in
the discussion and from voting on the adoption of a
resolution on the issue which gives rise to such a conflict
of interest.

5

A member of the Supervisory Board should not resign
from this function if this action could have a negative
impact on the Supervisory Board’s capacity to act,
including the adoption of resolutions by the Supervisory
Board.

6

At least two members of the Supervisory Board should
meet the criteria of being independent from the company
and entities with significant connections with the
company. The independence criteria should be applied
under Annex II to the Commission Recommendation of
15 February 2005 on the role of non-executive or
supervisory directors of listed companies and on the
committees of the (supervisory) board. Irrespective of the
provisions of point (b) of the said Annex, a person who is
an employee of the company or an associated company
cannot be deemed to meet the independence criteria
described in the Annex. In addition, a relationship with a
shareholder precluding the independence of a member of
the Supervisory Board as understood in this rule is an
actual and significant relationship with any shareholder
who has the right to exercise at least 5% of all votes at the
General Meeting.

The Commercial Companies Code sets out the
documents that the Board should present to the General
Meeting and the Board members decided that such
documents are sufficient.

Pursuant to the Supervisory Board Regulations,
(§7 section.3): “At least one Supervisory Board
Member should take part in the General Meeting of the
Company. Due to the significant presence of foreigners
on the Board, whose travel to Poland entails additional
costs, it was decided that waive the requirement of their
participation in the General Meeting and that the
presence of at least one member of the Board will be
sufficient.

YES

NO

Partly
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Given lack of the possibility to reliably define when
such as case might happen (given the number of
members and the rules of formation of the Company's
Supervisory Board), Board members decided not to
adopt this rule.

As a result of changes in the Supervisory Board
effective from March 2010 one of the SB Members,
Mr. Raimondo Eggink, meets the independence criteria
laid down in Appendix II (...).
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8

9

Annex I to the Commission Recommendation of 15
February 2005 on the role of non-executive or supervisory
directors... should apply to the tasks and the operation of
the committees of the Supervisory Board.

Execution by the company of an agreement/transaction
with a related entity which meets the conditions of section
II.3 requires the approval of the Supervisory Board.

NO

as above

NO

The applicable laws, including the Statutes of the
Company do not provide for the requirement to obtain
Supervisory Board approval for such agreements
The contracting methods developed to-date ensure
adequate protection for the Company’s interests.

IV BEST PRACTICES OF SHAREHOLDERS
PRINCIPLE

COMMENT OF KOGENERACJA S.A.

1

Presence of representatives of the media should be
allowed at General Meetings.

YES

2

The rules of General Meetings should not restrict the
participation of shareholders in General Meetings and the
exercising of their rights. Amendments of the rules should
take effect at the earliest as of the next General Meeting.

YES

4

A resolution of the General Meeting concerning an issue
of shares with subscription rights should specify the issue
price or the mechanism of setting it or obligate the
competent body to set it before the date of subscription
rights within a timeframe enabling an investment
decision.

YES

5

Resolutions of the General Meeting should allow for a
sufficient period of time between decisions causing
specific corporate events and the date of setting the rights
of shareholders pursuant to such events.

YES

6

The date of setting the right to dividend and the date of
dividend payment should be set so to ensure the shortest
possible period between them, in each case not longer
than 15 business days. A longer period between these
dates requires detailed grounds.

YES

7

A resolution of the General Meeting concerning a
conditional dividend payment may only contain such
conditions whose potential fulfilment must take place
before the date of setting the right to dividend.

YES
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Pursuant to §3 section 4 of the General Meeting
Regulations: “The General Meeting may be attended by
representatives of the media except there due to the
matters discussed their present might expose the
Company to damage. The request for allowing media
representatives to participate in the General Meeting is
put to vote by the Chairman immediately on signing the
attendance list. The voting is not secret”.
The shareholders reserved the right to decide on the
presence of the media representatives at the General
Meeting.
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9

A resolution of the General Meeting to split the nominal
value of shares should not set the new nominal value of
the shares at a level which could result in a very low unit
market value of the shares, which could consequently
pose a threat to the correct and reliable valuation of the
company listed on the Exchange.

YES

A company should enable its shareholders to exercise the
voting right during a General Meeting either in person or
through a plenipotentiary, outside the venue of the
General Meeting, using electronic communication means:
10
1) real-life broadcast of General Meetings;
2) real-time bilateral communication where shareholders
may take the floor during a General Meeting from a
location other than the General Meeting

NO

Due to the analysed technical difficulties connected
with the preparation of the General Meeting using the
means of electronic communication, the Company
decided not to organise the GM in such a form.

2. Internal control and risk management systems with regard to the financial reporting process in the
Company and Group
a. Internal control system
The Parent Company has an internal control system that gives reasonable assurance about the following areas of the Parent
Company's business:
 operating effectiveness and efficiency
 reliability of financial reporting
 compliance with the applicable laws and regulations.
The Company uses the COSO model to build and develop its internal control model. Internal control as per the COSO
mode consists of 5 linked elements: control environment, risk assessment, control activities, information and
communication, internal control management.
The internal control system of KOGENERACJA S.A. includes functional and institutional control. Functional internal
control, exercised by all the Company’s employees, is regularly assessed and monitored as part of the institutional internal
control exercised by the Audit Directorate of EDF Polska S.A., Branch 2 CUW, under an SLA. Each year the Company
performs a self-assessment of its internal control system, a process that is co-ordinated by the Audit Directorate of EDF
Polska S.A., Branch 2 CUW.
Under an SLA, the conduct of internal audits in the Company and monitoring of implementation of post-audit
recommendations is the responsibility of the Audit Directorate of EDF Polska S.A. Branch 2 CUW. The 2014 Audit Plan
for KOGENERACJA S.A. was drafted using the Risk Map and the results of the Self-Assessment of the Company’s
internal control system. The Audit Plan was approved by the Management Board. Internal audit results were reported to the
Management Board.
The Company and the Group have appropriate procedures in place to check the financial statements to ensure they are
complete and reliably reflect all the economic transactions occurring in the particular period. The Company’s accounting
policy on financial reporting is used both in the process of budget preparation, forecasting and preparation of periodic
management information.
The financial data underlying financial statements and periodic reports are prepared by the medium and senior management
after the close of each calendar month. The Company maintains its books in the SAP IT system, which facilitates analysis
of all the economic / financial aspects, which pertain to all the organisational units of the Company. SAP contains full
technical documentation, and access to its resources is duly protected.
For the purpose of the Stock Exchange, all subsidiaries of KOGENERACJA S.A use the same consolidation system and
apply the same presentation rules. The consolidation at the Stock Exchange is performed by KOGENERACJA S.A. and is
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each time verified in the event of changes in the shareholding structure. KOGENERACJA S.A. has a system for gathering
and processing data received from subsidiaries.
Preparation of the financial statements of the Company and the Group is the responsibility of the Controlling and Stock
Exchange Department in the Finance Directorate. Expert and organisational supervision over preparation of the financial
statements is exercised by the Finance Director – member of the Company's Management Board. Financial statements are
reviewed by the Management Board, and then examined by an independent auditor and assessed by the Supervisory Board.

b. Risk management system
The risk management system covers all the areas of the operations of KOGENERACJA S.A., including its financial
activities, and is operated in accordance with the applicable rules. A Risk Map for the Company and the Group companies
is created and updated on an on-going basis. Risks identified for all the operating areas are assessed and prioritised using
the following 3 criteria: impact - likelihood – control level. Where the risk is assessed as high, an owner of the risk is
appointed and a mitigation plan is prepared. For the main risks, a periodic assessment of the risk mitigation plans is
performed. Risk Controllers and Directors are involved in the risk assessment process. The Audit Directorate of EDF
Polska S.A. Branch 2 CUW under the SLA co-ordinates the process of risk management in the Company and the Group
members.
To determine the financial threats connected with the Company’s market environment, counterparty risks are analysed (in
the form of a table) to quantify the potential losses, e.g. those arising from bankruptcy of the counterparty.
The Company exercises control functions over its subsidiaries that are consolidated for the purpose of financial reporting
by the Group. Such control is exercised through the Company's representatives on the supervisory boards of the companies.

3. Shareholders of the Company

As at 31 December 2014

No. of ordinary
bearer shares

Voting power

% of share capital

% of voting power

EDF Polska S.A.

2 642 869

2 642 869

17,74

17,74

EDF International S.A.S

2 483 830

2 483 830

16,67

16,67

EDF Investment III B.V.

2 323 302

2 323 302

15,59

15,59

Aviva OFE

1 340 000

1 340 000

8,99

8,99

OFE ING
OFE PZU "Złota Jesień"

1 300 000
900 000

1 300 000
900 000

8,72
6,04

8,72
6,04
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4. Preference shares
All the shares of KOGENERACJA S.A. are ordinary bearer shares with no preference features.

5. Limitation on title transfer and voting
There are no limitations on the transfer of title to shares or on the right to exercise voting power from the Parent Company's
shares.

6. Amending the Articles of Association
Changes to the Company’s Articles of Association (Statutes) are made pursuant to Article 430 and 402 §2 of the
Commercial Companies Code.

7. General Meeting: operation, powers, shareholders’ rights
The brief of the General Meeting and its main powers are laid down in the Articles of Association (Statutes) of
KOGENERACJA S.A. and in the General Meeting Regulations.
Pursuant to §24 of the Company’s Articles of Association, the remit of the General Meeting includes in particular:
















review and approve the Management Board’s report on the Company’s operations for the previous financial year
and granting discharge to the members of the Company’s governing bodies for performance of their duties
making decisions on distribution of profit or loss cover
changing the objects of the Company
changing the statutes of the Company
increasing or reducing the share capital
deciding on the manner and conditions of redeeming the Company’s shares
merging, de-merging or transforming the Company
winding up / liquidating the Company
issuing convertible bonds or bonds with pre-emptive rights
disposing or leasing the company or its organised part; encumbering the company’s assets
making decisions regarding the claim for damage caused by the formation of the Company or performance of the
management or supervisory duties by the Company’s bodies
creating and eliminating components of equity
approving the sale or disposal of properties, perpetual usufruct rights or interest in properties whose value exceeds
PLN equivalent of EUR 5,000 thousand
deciding on other matters which fall within the remit of the General Meeting by virtue of the Commercial
Companies Code.

Shareholders exercise their rights in accordance with the Commercial Companies Code.

a. The Extraordinary General Meeting of KOGENERACJA S.A.
On 9 April 2014, the Extraordinary General Meeting of KOGENERACJA S.A. appointed Thierry Doucerain to the
Supervisory Board and approved new Articles of Association of the Company (Current Report 8/2014).

b. Annual General Meeting of KOGENERACJA S.A.
On 26 June 2014, an AGM of the Company was held, solely to transact the business stipulated in Article 395 para. 2 of the
Commercial Companies Code (Current Report 23/2014) and to establish a new number of the Supervisory Board members
(now the Supervisory Board consists of 7 persons). The AGM also appointed new members of the Supervisory Board:
Adriana Carrez, Laurent Guillermin.
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8. Changes in the Management Board and the Supervisory Board
a. Changes in the Management Board
Since 24 October 2013, with appointment of Marek Salmonowicz as a member of the Management Board of
KOGENERACJA S.A. by the Supervisory Board (Current Report 29/2013) the Management Board consisted of the
following members:
1.
2.
3.
4.
5.

Wojciech Heydel
Marek Salmonowicz
Roman Traczyk
Krzysztof Wrzesiński
Henryk Zajas

– President of the Management Board
– Management Board Member
– Management Board Member
– Management Board Member
– Management Board Member

As the tenure of the Management Board ended on the day of the AGM for 2013, the Supervisory Board, at its meeting on 14
May 2014, appointed members of the Management Board for a new tenure starting on 26 June 2014 (Current Report
13/2014). The appointed individuals are:
1.
2.
3.
4.

Wojciech Heydel
Marek Salmonowicz
Maciej Tomaszewski
Krzysztof Wrzesiński

– President of the Management Board
– Management Board Member
– Management Board Member
– Management Board Member

b. Changes in the Supervisory Board
Since its appointment by the AGM on 13 June 2013, the composition of the Supervisory Board of the 9th tenure was as
follows:
1. Wojciech Asterski
2. Ryadh Boudjemadi
3. Philippe Castanet
4. François Driesen
5. Raimondo Eggink
6. Birgit Fratzke-Weiss
7. Mariusz Grodzki
8. Laurent Guillermin
9. Jerzy Michalik
10. Nicolas Mitjavile
11. Roman Nowak
12. Zbigniew Szymanek

– Supervisory Board Member
– Supervisory Board Member
– Supervisory Board Chairman
– Vice-Chairman of the Supervisory Board
– Supervisory Board Member
– Supervisory Board Member
– Supervisory Board Member
– Supervisory Board Member
– Supervisory Board Member
– Supervisory Board Member
– Secretary of the Supervisory Board
– Supervisory Board Member

On 7 April 2014, Laurent Guillermin, Chairman of the Audit Committee, filed his resignation from the Supervisory Board
effective from 8 April 2014 (Current Report 5/2014).
On account of this resignation, on 9 April 2014, the EGM appointed to the Supervisory Board of KOGENERACJA S.A.
(Resolution no. 4/2014, Current Report 6/2014) a new member: Thierry Doucerain (Current Report 8/2014).
Furthermore, in the first half of 2014, the following persons resigned from the Company’s Supervisory Board:
1) on 14 May 2014, effective from 15 May 2014 (Current Report 14/2014):
Philippe Castanet – Chairman of the Supervisory Board
Birgit Fratzke-Weiss – Supervisory Board member, Chairman of the Remuneration Committee
Nicolas Mitjavile – Supervisory Board member
2) on 19 May 2014, effective from 19 May 2014 (Current Report 15/2014):
Wojciech Asterski – Supervisory Board member
Jerzy Michalik – Supervisory Board member
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3) on 30 May 2014, effective from 31 May 2014 (Current Report 17/2014):
Zbigniew Szymanek – Supervisory Board member
4) on 6 June 2014, effective from 26 May 2014 (Current Report 20/2014):
François Driesen – Vice-Chairman of the Supervisory Board.
On account of changes to the Company’s Articles of Association (including section 13 concerning membership of the
Supervisory Board) and in relation to the resignations filed, on 26 June 2014 the AGM of the Company established a new
number of the Supervisory Board members of the present tenure, and appointed the following individuals to the Supervisory
Board (Resolution 9A/2014 and 9B/2014, Current Report 23/2014):
Adriana Carrez
Laurent Guillermin.

Since 26 June 2014, the membership of the Supervisory Board has been as follows:
1.
2.
3.
4.
5.
6.
7.

Ryadh Boudjemadi
Adriana Carrez
Thierry Doucerain
Raimondo Eggink
Mariusz Grodzki
Laurent Guillermin
Roman Nowak

– Supervisory Board Member
– Vice-Chairman of the Supervisory Board (since 13 November 2014)
– Chairman of the Supervisory Board
– Supervisory Board Member
– Supervisory Board Member
– Supervisory Board Member
– Secretary of the Supervisory Board

On 26 June 2014, the AGM granted discharge to all the Supervisory Board members for performance of their duties
(Current Report 23/2014).
In 2014, no changes were made to the rules of appointing and removing the executives and the rights vested in them,
particularly the rights to issue or redeem shares.

9. The rules of appointment and removal of executives
Executives are appointed and removed in accordance with the Commercial Companies Code. The Company's Articles do
not provide for other rules to this procedure.

10. Terms of reference of the Management Board and the Supervisory Board

a. Terms of reference of the Management Board
Detailed terms of reference of the Management Board and its powers are set out in the Articles of Association of
KOGENERACJA S.A. and the Management Board Regulations.
The Company’s Management Board shall manage the Company’s affairs and represent the Company. All matters which are
connected with managing the Company, and which are not reserved as the powers of the Shareholders Meeting or of the
Supervisory Board, shall be the responsibility of the Management Board. All matters outside the ordinary course of business
shall require a resolution of the Management Board. These include without limitation:
• adopting the strategic plan and areas for development of the Company, passing the Company budget, and plans (P&L,
balance sheet, cash flow plan, annual production plan, investment plan, maintenance plan, risk mandates/policy), as
well as risk maps and tables, internal control reports.
• adopting the organisational by-laws setting out the organisation of the Company’s business
• disposal and acquisition of real property, perpetual usufruct right or interest in real property and disposal of fixed
assets exceeding a value of PLN 2,000 thousand.
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•
•
•
•
•
•
•
•
•

incurring credits and loans, providing loans, guaranties and sureties, issuance of promissory notes, issuance of bonds
or commercial bills.
purchase or redemption of investment fund units exceeding a single value of PLN 40,000 thousand.
purchase or sale of commercial papers or bonds of other issuers.
giving consent to concluding FX forward transactions exceeding a single value of PLN 10,000 thousand (…)
incurring liabilities and concluding contracts regarding the sale, purchase, disposal of energy, heat, fuels and transport
of fuels, CO2, CER, certificates of origins for values over PLN 30,000 thousand
performing one or more other interrelated transactions for values over PLN 4,000 thousand or undertaking other
actions resulting in the Company incurring financial liabilities in excess of PLN 4,000 thousand
making a donation on behalf of the Company.
acquisition of, and/or subscription for any rights, shares and/or other participation units in all legal entities (particularly
in companies).
performing activities specified in these Articles of Association, which shall require the prior consent of the
Supervisory Board or the Shareholders Meeting.

The Management Board of the Company shall be obliged to draw up financial statements together with the management
board report on the Company’s activities in the given financial year, have the financial statements audited by a certified
auditor and submit the documents to the Supervisory Board and to the Annual Shareholders’ Meeting.
The Management Board shall report in writing to the Supervisory Board about any significant transaction not envisaged in
the budget approved by the Company’s Supervisory Board, which may have a subsequent impact on the profitability or
liquidity of the Company.
The Management Board must ensure that the management bodies of the Company’s subsidiaries have the same reporting
and information duties towards their supervisory bodies (Supervisory Board or Shareholders Meeting) as the Management
Board has towards its Supervisory Board.
The Management Board is authorized to pay the shareholders an advance on the dividends expected at the end of the
financial year if Company has sufficient funds for such payment. The payment of the advance shall require the consent of
the Supervisory Boards.
The roles and responsibilities of the individual members of the Management Board of KOGENERACJA S.A. are as
follows:
Management Board President – Wojciech Heydel
Supervision over the overall functioning of the Company and over the Company’s external contacts; managing the work of
the Management Board; supervising the operations of the Support Directorate and the Health & Safety Area, and shaping
the Company's HR and payroll policy; responsibility for the social policy and for industrial relations internally and
externally.
Management Board Member – Marek Salmonowicz
Supervision over the Technical Directorate.
Management Board Member – Maciej Tomaszewski
Supervision over the Trade and Development Directorate, including operation of the heat system’s power equipment owned
by the Company. He is particularly responsible for the trading effects in the markets of electricity, heat, certificates and CO2
emission allowances.
Management Board Member – Krzysztof Wrzesiński
Supervision over the Finance Directorate (including the area of the Stock Exchange area and the Company's strategy
towards its controlled entities) and supervision over the IT services provided for the Company.

b. Terms of reference of the Supervisory Board
Detailed terms of reference of the Supervisory Board and its key powers are set out in the Articles of Association
of KOGENERACJA S.A. and the Supervisory Board Regulations.
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1. Permanent supervision over all of the Company’s operations in all aspects of its activity.
2. Duties relating to annual financial statements:
 evaluating Management reports on the activities of the Company and Management Board proposals regarding profit
distribution or loss coverage.
 evaluating financial statements for their conformity with both the account books and documents, and with the facts.
 submitting a written report to the Shareholders Meeting on the results of the evaluations,
 appointing a certified auditor to audit financial statements.
 adopting the Company’s budget, the strategic plan and areas for development of the Company.
3. Duties relating to Management Board and Management Board Members:
 appointing, removing, suspending members of the Management Board,
 delegating a member or members of the Supervisory Board to temporarily perform activities of a Company’s
Management Board member where a given member was, or all Management Board members were removed or
suspended or when the members of the Management Board may not fulfill their duties for any other reasons,
 approving the Management Board By-laws and giving opinions on the organisational by-laws which set forth the
organisation of the Company’s operations.
 defining Management Board member remuneration rules and setting the amount of such remuneration,
 giving authorisation, at the request of the Management Board, to members of the Management Board holding positions in the
governing bodies of companies, in which the Company is a shareholder, and to receiving remuneration on account of that.
Other duties relating to the management of the Company’s affairs (at the request of the Management Board), incl.:
 disposal and acquisition of real property, perpetual usufruct right or an interest in real property for values over
PLN 1,000 thousand,
 disposal of fixed assets exceeding a contractual value of PLN 20,000 thousand,
 incurring credits and loans, providing loans, guaranties and sureties, issuance of promissory notes, issuance of bonds or
commercial bills exceeding a single value of PLN 40,000 thousand as well as when the amount of liabilities of the
Company under one or all transactions of this type with the same entity exceeds PLN 40,000 thousand,
 giving consent to implementing development investments resulting in the creation of new fixed assets, the value of
which exceeds PLN 10,000 thousand,
 purchase or sale of commercial papers and bonds exceeding a single contractual value of PLN 40,000 thousand (…),
 giving consent to concluding FX forward transactions (…).
Additional duties of the Supervisory Board relating to the management of the Company’s affairs and representation of the
Company:
 giving consent to establish or liquidate other companies or foreign branch offices of the Company,
 authorising the Company to initiate court or arbitration proceedings or to enter into settlements, provided that such
proceedings and settlements relate to cases where the total value of claims exceeds the amount of PLN 2,000 thousand,
 consenting to the Company acquiring or disposing of shares in companies, as well as defining the conditions and
procedure for such transactions,
 granting consent to the Management Board paying interim dividends to the shareholders,
 consenting to the exercising of the voting right attached to shares or other rights held by the Company in a given entity,
in particular at shareholders meetings in other companies, if it is connected with the disposal of a right or assumption of
an obligation by the given company, with a value exceeding PLN 20,000 thousand, and in the case of development
investments resulting in the creation of new fixed assets, the value of which exceeds PLN 10,000 thousand,
 consenting to the conclusion of a social agreement /adoption of a social plan and other regulations laying down the
social policy and stipulating obligations of the Company with a value exceeding PLN 20,000 thousand,
 consenting to make a donation of a value exceeding PLN 100 thousand and approving the annual donations plan
prepared by the Management Board.
Other duties of the Supervisory Board:
 providing opinions on any requests of the Management Board addressed to the Shareholders Meeting,
 adopting, in the form of a resolution, a consolidated version of the Company’s Articles of Association as prepared by the
Management Board,
 the adoption of an audit plan as well as risk tables and maps,
 the appointment of commercial proxies.
Members of the Supervisory Board shall exercise their rights and perform their duties in person, subject to the provisions of
the Articles of Association and relating legal regulations.
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There are two permanent Supervisory Board committees, whose role is to provide advice to the Supervisory Board:
 Remuneration Committee
 Audit Committee
Remuneration Committee
As the Remuneration Committee Chairwoman Birgit Fratzke-Weiss and the Audit Committee Member Philippe Castanet
resigned from their respective roles (Current Report 14/2014), on 14 May 2014, the Supervisory Board, following a secret
written ballot, adopted resolution no. 15/554/2014 appointing Thierry Doucerain as Remuneration Committee Member.
On 13 November 2014, following a secret ballot, the Supervisory Board enlarged the membership of the Remuneration
Committee (Resolution no. 25/564/2014) and appointed Chairman of the Committee.
The membership of the Remuneration Committee is as follows:
- Thierry Doucerain
Chairman of the Committee
- Ryadh Boudjemadi
- Roman Nowak.
The Remuneration Committee is responsible in particular for:
 creating draft agreements where new Management Board members are hired
 tracking delivery of the Management Board’s remuneration system in accordance with the Management Board
Remuneration Regulations
 recommending bonus payments to the Management Board
 monitoring the payment of other contractual benefits to the Management Board members.
Audit Committee
Due to the resignation of Laurent Guillermin as Audit Committee Chairman on 8 April 2014 (Current Report 5/2014), on
13 November 2014, the Supervisory Board enlarged the membership of the of the Committee (Resolution no. 27/566/2014)
and selected the Committee's Chairman (Resolution no. 28/567/2014).
The membership of the Audit Committee is as follows:
- Ryadh Boudjemadi
Chairman of the Committee
- Raimondo Eggink
- Mariusz Grodzki
- Laurent Guillermin.
The Audit Committee is responsible in particular for:
 monitoring the financial reporting process
 monitoring the effectiveness of the internal control, internal audit and risk management systems
 monitoring the financial oversight functions
 monitoring the independence of the auditor
 recommending an auditor to the Supervisory Board.
Mariusz Grodzki and Laurent Guillerminhe were Audit Committee members who met the independence criteria and had the
necessary qualifications in accounting and financial audit, as required by the Act on Statutory Auditors and their SelfGovernment of 7 May 2010.
Raimondo Eggink is the Audit Committee member who meets the independence criteria, in line with the European
Commission recommendation (Annex II) of 15 February 2005 on the role of non-executive or supervisory directors of listed
companies and on the committees of the (supervisory) board (2005/162/EC). Audit Committee members have the expertise
and experience in the area of finance.
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11. Emoluments, awards and benefits of directors
The gross value of the remuneration, awards and benefits granted in 2014 and 2013 to the executive and non-executive
directors of the Company is as follows:

For the year ended 31 December 2014

in PLN thousand

For the period:

Base salary

Target bonuses

Total salary

Other benefits

Benefits received

Total benef its

from subsidiaries

in 2014

01.01.2014-31.12.2014

640
328

185
25

825
353

69
18

-

894
371

Maciej Tomaszewski

26.06.2014-31.12.2014

180

-

180

100

-

280

Roman Traczyk*

01.01.2014-26.06.2014

285

156

441

309

-

750

Krzysztof Wrzesiński

01.01.2014-31.12.2014

538

148

686

26

-

712

Henryk Zajas

01.01.2014-26.06.2014

159

95

254

10

-

264

2 130

609

2 739

532

-

3 271

Wojciech Heydel

01.01.2014-31.12.2014

Marek Salmonowicz

*) information about the agreement between the Company and Roman Traczyk is presented in point 13.

For the year ended 31 December 2013

in PLN thousand

For the period:

Base salary

Target bonuses

01.01.2013-31.12.2013

624

Marek Salmonowicz

24.10.2013-31.12.2013

43

Roman Traczyk

01.01.2013-31.12.2013

Krzysztof Wrzesiński

Wojciech Heydel

Henryk Zajas

34

Total salary

Other benefits

Benefits received

Total benef its

from subsidiaries

in 2013

658

69

-

-

43

5

-

48

517

137

654

18

-

672

01.01.2013-31.12.2013

493

109

602

60

-

662

01.01.2013-31.12.2013

315

71

386

21

-

407

1 992

351

2 343

173

-

2 516

727

In 2013, Philippe Gagneux received an objectives bonus for 2012 in an amount of PLN 153 thousand. The objectives bonus
for the CEO Wojciech Heydel relates to the attainment of objectives in Q4 2012, i.e. since the time when he took his office.
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Supervisory Board remuneration for the year ended 31 December 2014

in PLN thousand

Wojciech Asterski
Ryadh Boudjemadi
Philippe Castanet
Adriana Carrez
François Driesen
Thierry Doucerain
Raimondo Eggink
Birgit Fratzke-Weiss
Mariusz Grodzki
Laurent Guillermin*
Jerzy Michalik
Nicolas Mitjavile
Roman Nowak
Zbigniew Szymanek

For the period:

Benefits
for the year ended
31 December 2014

01.01.2014-19.05.2014
01.01.2014-31.12.2014
01.01.2014-15.05.2014
26.06.2014-31.12.2014
01.01.2014-26.06.2014
09.04.2014-31.12.2014
01.01.2014-30.09.2014
01.01.2014-15.05.2014
01.01.2014-31.12.2014
01.01.2014-31.12.2014
01.01.2014-19.05.2014
01.01.2014-15.05.2014
01.01.2014-31.12.2014
01.01.2014-31.05.2014

Additional benefits

T otal
Benefits
for the year ended
31 December 2014

57
-

1
14
1
4
5
1
4
1
2
2
1

1
14
1
4
5
58
4
1
2
2
1

57

36

93

*) Laurent Guillermin acted as a Supervisory Board member from 1 January 2014 to 8 April 2014, and then was re-appointed
to the Supervisory Board on 26 June 2014.
Supervisory Board remuneration for the year ended 31 December 2013

in PLN thousand

Marian Augustyn
Wojciech Asterski
Ryadh Boudjemadi
Philippe Castanet
Roman Cecota
François Driesen
Raimondo Eggink
Birgit Fratzke-Weiss
Mariusz Grodzki
Laurent Guillermin
Jerzy Michalik
Nicolas Mitjavile
Roman Nowak
Zbigniew Szymanek
Danuta Żeleźna

For the period:

Benefits
for the year ended
31 December 2013

01.01.2013-21.01.2013
13.06.2013-31.12.2013
22.01.2013-31.12.2013
01.01.2013-31.12.2013
01.01.2013-13.06.2013
01.01.2013-31.12.2013
01.01.2013-31.12.2013
01.01.2013-31.12.2013
01.01.2013-31.12.2013
01.01.2013-31.12.2013
13.06.2013-31.12.2013
01.01.2013-31.12.2013
01.01.2013-31.12.2013
01.01.2013-31.12.2013
01.01.2013-13.06.2013

Additional benefits

T otal
Benefits
for the year ended
31 December 2013

3
19
40
55
26
45
47
43
43
43
19
43
45
43
26

2
11
2
1
4
1
8
2
3
3
1

3
21
51
57
27
49
48
51
43
43
21
43
48
46
27

540

38

578

Other agreements between the Company and the Supervisory Board representatives were specified in point 13 of this report.
13 of this report.
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12. Shares of KOGENERACJA S.A. or its subsidiaries held by directors

Mr. Raimondo Eggink, Supervisory Board Member, holds 25,000 shares with a nominal value of PLN 125,000, including:
24,000 shares of the Company held directly, and 1,000 shares held through a subsidiary.
In 2014, no changes took place in the shareholdings by Directors, despite changes in the Management Board and the
Supervisory Board.

13. Agreements between the Company and the Executive Directors providing for payment
of compensation

Potentially payable remuneration

in PLN thousand

Wojciech Heydel

T arget
bonuses for
2014

Pension and
retirement
benefits

Total

Marek Salmonowicz

152
54

640
300

792
354

Maciej Tomaszewski

28

354

382

Krzysztof Wrzesiński

117

493

610

61
28

129
-

190
28

440

1 916

2 356

Roman Traczyk
Henryk Zajas

Non-competition agreements were signed between the Company and the newly appointed Management Board President
Wojciech Heydel, and with the newly appointed Supervisory Board members: Marek Salmonowicz, Maciej Tomaszewski
and Krzysztof Wrzesiński. The agreements prohibit the individuals from conducting a business competitive to the
Company during the term of their employment and within 12 months after termination of their respective employment
contracts. The non-competition ban applies in Poland, except the EDF Group companies. The agreements provide for a
compensation equal to 100% of the gross basic salary paid under the employment contract and the management contract
for the last 12 months preceding the termination of such contracts.
A non-competition agreement was also signed between the Company and the Management Board Member Roman
Traczyk. The agreement prohibits any competitive activity during the term of his employment and for 12 months after
termination of employment, and, additionally, the ban applies to Wrocław and its surrounding municipalities for another 12
months. The ban does not relate to EDF Group companies (including EC Zielona Góra S.A.). The agreement provides for a
compensation equal to 100% of the gross basic salary paid under the employment contract and the management contract
for the last 24 months preceding the termination of the employment contract. On 14 May 2014, a side agreement was
signed to the non-competition agreement whereby the competition ban applicable after the term of office of Roman
Traczyk was shortened to 10 months. The side agreement provides for a compensation equal to 100% of the gross basic
salary paid under the employment contract and the management contract for the last 10 months preceding the termination
of the employment contract.
After the end of his term of office, Henryk Zajas decided to continue his career with the Company, so the non-competition
agreement concluded during the term of his service as Management Board member did not apply.
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V. Share price
1. Quotation of the KOGENERACJA shares on Warsaw Stock Exchange
The shares of KOGENERACJA S.A. have been quoted on the main market of the Warsaw Stock Exchange since 26 May
2000.
At the first session in 2014, on closing, the share price was PLN 54.7 per share and the trading volume was 706 shares. The
highest price in the analysed period of 2014, i.e. PLN 75 was achieved on 30 April 2014. The lowest price, i.e. PLN 52.14
was observed on 14 January 2014. 2014 closed with PLN 58.80 per share and 4362 shares traded.

2. WIG250 index
KOGENERACJA S.A. is a member of WIG250 index (as provided in the announcement of the Management Board of the
Warsaw Stock Exchange of 12 May 2011).

1 500
1 450

Share quotations of KOGENERACJA S.A. 85
80
Quotations WIG250
75

1 400
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1 350

65
1 300
60
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55
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40

3. Respect Index
After the session on 18 December 2014, the list of participants of the Respect Index (8th edition) was revised. For the fifth
time, KOGENERACJA S.A. found itself among the most responsible companies listed on the Warsaw Bourse. The
Company jointed the prestigious index in February 2012. (4th edition) and successfully goes through subsequent
verifications, maintaining a higher level of reporting quality, investor relations, corporate governance, also taking into
account ecological, social and employment-related factors.
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4. WIG-energy sector index
On 4 January 2010, the Warsaw Stock Exchange began calculation and publication of a tenth sector sub-index WIG-energy.
The index encompasses all companies from the energy sector, members of the WIG index, namely: Polska Grupa
Energetyczna (weight of 66%), CEZ (weight of 22%), Polish Energy Partners (weight of 6%) and KOGENERACJA
(weight of 6%). Now the index is made up of the following companies: AB INTER RAO Lietuva, CEZ, Enea, Energa,
KOGENERACJA, POLENERGIA, Zespół Elektrowni Pątnów-Adamów-Konin, PGE, Tauron Polska Energia.
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5. Dividend policy
Dividend payment depends on the Company’s trading performance. The key factors include: capital expenditures, debt level
and the resulting liquidity level. In the years 2005-2011, the Company used to pay dividend, with an upward trend (table
below).

Net profit (in PLN thousand)
Profit devoted to dividend
(in PLN thousand)
Profit share devoted to dividend
(in %)
No. of shares (in thousand)

Dividend per annum
(in PLN per share)

2013

2012

2011

2010

2009

2008

2007

2006

2005

72 868

69 284

98 314

92 962

103 466

47 547

60 026

37 793

10 652

-

-

65 709

52 150

52 150

30 545

30 545

27 565

11 920

-

-

67

56

50

64

51

73

112

14 900

14 900

14 900

14 900

14 900

14 900

14 900

4,41

3,50

3,50

2,05

2,05

1,85

0,80

14 900
-

14 900
-

On 2 June 2014, the Company's Management Board adopted a resolution approving the Dividend Policy of the Company
(Current Report 18/2014). In accordance with the Policy, the Management Board wishes to regularly request the General
Meeting to pay dividend of 65% of the net profit achieved by the Company in the particular year, calculated on the basis of
the International Financial Reporting Standards of EDF Group.
However, implementation of the Policy will to a large extent depend on the current market situation, the Company's need
for financing its growth and in particular the value of capital expenditure to be spent on the Company's strategic
investments, as well as the Company's liquidity needs.
For this reason, the Management Board’s proposals on profit distribution for 2012 and 2013 stipulated that all the profit
would be allocated to reserves, and might be used in the future to fund key strategic investments for the Company, including
development of the desulphurisation and denitrification installation in EC Wrocław and construction of new installations in
EC Wrocław and construction of new equipment in EC Czechnica.
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The Management Board's proposal on profit distribution (Current Report 2/2015 of 2 March 2015) is to allocate the entire
net profit to reserves of the Company so that it can be used to finance the Company's strategic projects, such as: construction
of the desulphurisation and denitrification installations in EC Wrocław and construction of new equipment
in EC Czechnica.
In the previous years, when presenting to the General Meeting the proposed dividend record date and dividend payment
date, the Company recommended, in accordance with point IV.6 of the Best Practices for WSE Listed Companies, that the
gap between the two dates be not longer than 15 days.
2014

2013

2012

Dividend settlement date

-

-

14 August

Dividend payment date

-

-

28 August

2011

2009

2008

2007

2006

22 June 22 September 22 September

8 July

13 July

14 July

13 October 8 August

24 August

28 August

10 August

2010

13 October

6. Agreements vs. changes in the proportion of shareholdings
KOGENERACJA S.A. obtained no information on any agreements (including those signed after the balance sheet date) that
in the future might affect the proportion of shareholdings of the existing shareholders and bondholders.

7. Control of employee shares programmes
In the Company there are no systems of control of the employee shares programmes.

8. Agreement with the Auditor

Specification

Report for 2014

Report for 2013

Date of the financial report review agreement

3 July 2014

1 August 2011

Date of the financial report audit agreement

3 July 2014

1 August 2011

31 March 2015

31 March 2014

220 000

225 000

128 400

128 400

80 600

85 600

Term of the audit agreement

Total fee (in PLN, net of VAT):
financial report audit
certification services, including review of the financial report
advisory services

-

other services

11 000

11 000

9. Ratio calculation methodology
ROA = Net income /Total assets
ROE = Net income / Equity
ROCE =EBIT/capital employed defined as equity + (long term and short term borrowings less short term investments less long term investments).
Current liquidity = Current assets / current liabilities
Quick liquidity = (Current assets – Inventories ) / Short-term liabilities
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Wrocław, 12 March 2015

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

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

Wojciech Heydel

Marek Salmonowicz

President of the Management Board

Management Board Member

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

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

Maciej Tomaszewski

Krzysztof Wrzesiński

Management Board Member

Management Board Member
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