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About the Annual Report

This Annual Report pertains to the activities of the Capital Group of Grupa LOTOS S.A. (hereinafter: the LOTOS Group, the Capital Group, the Group), in particular of its dominant
entity, Grupa LOTOS S.A. (hereinafter: Grupa LOTOS, the Company, the Concern).

Grupa LOTOS is the largest company in Pomerania, the second largest petroleum group in Poland and one of the most effective groups in Central and Eastern Europe. The
LOTOS Group employs nearly 5,000 staff. As part of the 10+ Programme implementation, a number of new, technologically advanced facilities have been developed in the area of
the Grupa LOTOS refinery in Gdarisk. These facilities will increase the petroleumprocessing capacity to 10.5 million tonnes per year by 2012. The refinery applies advanced

technologies, which ensure a high level of desulphuring of petroleumderivatives and minimise the environmental impact.

Sustainable development is the central theme of the Report which assumes that the Company pursues its activities in a manner which involves the efficient use of economic, social
and environmental resources, so that these could be used by future generations. Grupa LOTOS treats this aspect not only as a sign of the Company’s responsibility for its social
and environmental surrounding, but as a proof of being open to the future, to long-term planning and to an innovative approach to the business. Mapping the prospect of
sustainable development towards the future, in the historical and business aspect, namely the “10+” perspective is an additional element of this publication The description of the
activities of the LOTOS Group should invoke the challenges, risks and opportunities posed by the beginning of the new decade and the forthcoming, successful completion of the

10+ Programme investment.

The 2009 Annual Report is the first integrated report by the Company. From 2007 to 2009 the Group published separate reports on environmental protection and corporate social
responsibility, and then submitted the reports to the stakeholders along with the reports containing the consolidated financial statements prepared each year. In line with the CSR
strategy of the LOTOS Group and the intention to pursue an open information policy, the Management Board decided to integrate the publications which regularly presented all the
stakeholders with the management approach and results achieved by the organisation in all of its fields of operations: economic, social and environmental. This decision follows
our wish to provide all the key stakeholders with a comprehensive description of the achievements of the LOTOS Group with regard to results of the basic activities, social-oriented
activities, and mitigation of the environmental impact. The Management Board would like to enable the environment of the organisation to conduct a comprehensive, measurable
and objective assessment of the organisation’s involvement in sustainable development by means of an integrated presentation of financial and non-financial statements on
activities performed during the financial year.

Grupa LOTOS preceded this decision by an extensive survey conducted among the key stakeholders of the Company, including opinion leaders, representatives of public
administration, NGOs, stock market and the mass media. The consultations involved assessment of the existing reporting practices of the Company as well as related information
needs of recipients. Inclusion of the stakeholders in the process of improving the reporting aimed at the best possible matching of their expectations and tools used by the

Company to report on the progress of the CSR strategy implementation.

As a company listed on the Warsaw Stock Exchange and a participant of the first stock exchange index of socially responsible companies in Central and Eastern Europe, the
RESPECT Index, Grupa LOTOS follows good practices of communication for public listed companies:

in the financial reporting area, Grupa LOTOS follows the International Financial Reporting Standards (IFRS) ratified by the European Union, published and binding as at 31
December 2009;
in the non-financial reporting area, Grupa LOTOS applies the G3 GRI (Global Reporting Initiative) Sustainability Reporting Framework and the UN Global Compact principles

relating to the Universal Declaration of Human Rights, the ILO Declaration on Fundamental Principles and Rights at Work, the Rio Declaration on Environment and
Development and the United Nations Declaration against Corruption and Bribery.

Since there are no generally recognized standards applicable to the preparation of integrated annual reports, Grupa LOTOS applied the best practices on the financial and
non-financial reporting. The Company followed the universal principles of accuracy, relevancy, completeness, comparability, balance and reliability.

The 2009 Annual Report contains Consolidated Financial Statements of the LOTOS Group approved by the Grupa LOTOS Management Board on 26" April 2010 as well as
Consolidated Non-Financial Statements. The non-financial statement contains links to the content and documents that supplement presented information, available on the Grupa
LOTOS website. The result ratios presented in the consolidated statements are accompanied by descriptive content included in separate chapters of the Report; this content

describes the management approach, strategic goals and development plans in various fields of activities.

The index, designed to facilite search of specific results ratios and descriptive content corresponding to the issues discussed, is included in the GRI Table of Contents and the UN
Global Compact principles.
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Basic figures 2009

Grupa Lotos — Selected Data

For year ending For year ending

For year ending For year ending

Unit™ 31.12.2009 31.12.2008 Change Unit™ 31.12.2009 31.12.2008 Change
Financial
pata (comparative data) (comparative data)
Sales revenues k PLN 12,696,912 14,898,653 -15% k EUR 2,925,151 4,218,072 -31%
Operating profit/(loss) k PLN 108 (573,456) - k EUR 25 (162,356) -
Profit/(Loss) before tax k PLN 701,871 (856,160) - k EUR 161,699 (242,394) -
Profit/(Loss) on continued k PLN 591,327 (675,704) - k EUR 136,232 (191,304) -
activity
Total comprehensive income k PLN 591,327 (675,704) - k EUR 136,232 (191,304) -
Net cash flows from k PLN (25,753) (160,780) - k EUR (5,933) (45,520) -
operating activities
Net cash flows from
. L k PLN (2,409,365) (1,712,082) - k EUR (555,076) (484,721) -
investment activities
Net cash flows from financial k PLN 2,124,441 2,010,399 6% Kk EUR 489,435 569,180 -14%
activities
Total net cash flows k PLN (309,495) 139,833 - k EUR (71,302) 39,589 -
Basic profit/(loss) per one PLN 488 (5.58) B EUR 112 (1.58) ;
common share
Social investments k PLN 793 651 22% k EUR 183 184 -0.5%
Environmental investments k PLN 138,818 224,723 -38.2% k EUR 31,981 63,623 -50%
as at as at as at as at
31.12.2009 31.12.2008 31.12.2009 31.12.2008
(comparative data) (comparative data)
Total assets k PLN 12,396,184 9,491,020 31% k EUR 3,017,425 2,274,715 33%
Equities k PLN 5,347,708 4,399,811 22% k EUR 1,301,716 1,054,504 23%
For year ending For year ending
Unit 31.12.2009 31.12.2008 Change
Non-financial Data (comparative data)
Employees No. of employees 1,305 1,246 5%
Employment rotation % 13.13 16.13 -3.0 pp
Lost Time Injury Frequency, LTIF (per 1m hours 56 2.86 05.8%
worked)
Total water consumption m® 3,766,240 2,700,338 39.5%
CO, emissions tk tons/year 1,121 1,135 -1.2%
The Lotos Group — Selected Consolidated Data
" For year ending For year ending " For year ending For year ending
unit™ 31.12.2009 31.12.2008 Change unit™ 31.12.2009 31.12.2008 Change
Financial Data (comparative data) (comparative data)
Sales revenues k PLN 14,321,041 16,294,738 -12% k EUR 3,299,323 4,613,329 -28%




Operating profit/(loss) k PLN 419,793 (145,828) - k EUR 96,713 (41,286) -
Profit/(Loss) before tax k PLN 1,109,608 (503,700) - k EUR 255,635 (142,606) -
Profit/(Loss) on continued activity k PLN 911,812 (389,415) k EUR 210,066 (110,250) -
Profit/(Loss) on continued activity
ascribed to parent entity k PLN 900,761 (453,549) k EUR 207,520 (128,408) -
shareholders
Profit on continued activity kPLN 11,051 64,134 KEUR 2,546 18,157 -
ascribed to non-controlling interest
Total comprehensive income k PLN 928,661 (362,559) k EUR 213,948 (102,647) -
Comprehensive income
attributable to owners of the k PLN 908,083 (426,693) k EUR 209,207 (120,804) -
Parent
Comprehensive income
attributable to non-controlling k PLN 20,578 64,134 k EUR 4741 18,157 -
interests
Operating activity cash flows net k PLN 694,498 311,670 123% k EUR 160,000 88,239 81%
Investment activity cash flows net k PLN (3,339,669) (2,417,112) - k EUR (769,403) (684,327) -
Financial activity cash flows net k PLN 2,155,844 1,963,145 10% k EUR 496,670 555,801 -11%
Total cash flows net k PLN (486,988) (138,751) k EUR (112,194) (39,283) -
Basic profit/(loss) per one PLN 7.44 (3.74) EUR 1.71 (1.08) -
common share
Social investments k PLN 839 898 7% k EUR 193 254 -24%
as at as at as at as at
31.12.2009 31.12.2008 31.12.2009 31.12.2008
(comparative data) (comparative data)
Total assets k PLN 15,062,506 12,187,558 24% k EUR 3,666,449 2,920,995 26%
Equity ascribed to the parent k PLN 6,677,002 5,389,534 24% k EUR 1,625,287 1,291,711 26%
entity’s shareholders
Non-controlling interest k PLN 36,752 396,078 -91% k EUR 8,946 94,928 -91%
Total equity k PLN 6,713,754 5,785,612 16% k EUR 1,634,233 1,386,639 18%
For year ending For year ending
Non-financial Data Unit 31.12.2009 31.12.2008 Change
(comparative data)
Employees No. of employees 4,949 4,878 1%
Lost Time Injury Frequency, LTIF (per 1m hours worked) 4.4 5.2 -15.4%
Fuel market share % 28.3 25.4 29 pp
Oil exploitation k tons 175.4 256.9 -32%
Gas exploitation mn Nm® 19.5 29.3 -33%

) For a detailed presentation of financial results, see Consolidated Financial Statement.

) In order to convert an item of the report from a financial item in the table of “Basic figures” as at 31 December 2009, the NBP (National Bank of Poland) mid-rate of EUR was

applied, binding on that day, i.e. 1 EUR = 4.1082 PLN. The items of the total income report and the cash flow statement presented in the table for the year ending 31 December

2009 were converted at the rate of 1 EUR = 4.3406 PLN (i.e. the rate being the arithmetic average of the mid-rates published by NBP on the last day of each finished month in the

period from 1 January to 31 December 2009).

In order to convert an item of the report from a financial item in the table of “Basic figures” as at 31 December 2008, the NBP mid-rate of EUR was applied, binding on that day, i.e.

1 EUR =4.1724 PLN. The items of the total income report and the cash flow statement presented in the table for the year ending 31 December 2008 were converted at the rate of

1 EUR =3.5321 PLN (i.e. the rate being the arithmetic average of the mid-rates published by NBP on the last day of each finished month in the period from 1 January to 31

December 2008).
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Letter from the Chairman of the Supervisory Board

Wiestaw Skwarko

Chairman

of the Supervisory Board
Dear All,

The increasing competition in the European and global markets and the volatile prices of raw materials resulted in a severe turmoil in the petroleum industry. A drop in demand for
fuels negatively affected the refinery margins. The global economy underwent major changes, and although it seems the crisis has faded out, we cannot be certain that the
economic revival is stable. The Polish economy coped with the slowdown much better; however, difficulties affected a number of domestic enterprises.

Grupa LOTOS is a prime example of successfully overcoming the crisis. The accord and dialogue established during less eventful times bore fruit. Trust, involvement and
integration of employees in the strategic goals allowed the Company to complete difficult tasks under exceptionally difficult market conditions. The Company owes such a positive
and stable internal situation to the well-developed communication culture in the Company. Planned anti-crisis activities were introduced after extensive consultations with the
unions and the Council of Employees. At the beginning of 2009, a series of meetings with employees of the entire LOTOS Group took place. The subject of the meeting was the
macroeconomic situation, the possible impact of the crisis on the Company and options to protect the Company from the crisis. As fears and doubts were dispelled a positive

atmosphere of focusing on the Company’s results was developed in the Company.

Thanks to this atmosphere and the employee’s acceptance of the actions proposed by the Management Board, the LOTOS Group was able to implement the Anti-Crisis Package,
a product of the social agreement in the company. The Package assumed a reduction in expenditures and the implementation of several streamlining programmes. The basic goal
of the Package was to secure the financial liquidity of the Company at the last stage of the 10+ Programme implementation and to earn value for the stakeholders. Thanks to the
outstanding employee involvement in the process of implementation the Package, objectives fixed were achieved and the existing workplaces preserved.

The cost-cutting and effectiveness-oriented actions as well as the flexible response to domestic and international economies’ conditions contributed to the achievement of excellent
operational results by Grupa LOTOS. The Company’s performance on the stock exchange has also been satisfactory — Grupa LOTOS has more than compensated for the drops
resulting from the financial crisis and a negative outlook recommendation from one of the equity researchers issued at the end of 2008.

The past year was particularly important for the implementation of the development strategy of the Company. An inherent part of the strategy for the refinery sector is the 10+
Programme. It is an investment project of unique scale, one of the largest not only in the region, but in Europe. The 10+ Programme was implemented in 2009 as scheduled, thus
the first facilities have already been commissioned. As regards the exploration and exploitation sector, the Company continued activities aimed at launching production from the
new deposits on the Norwegian Continental Shelf and in the Baltic Sea. These high-risk activities call for further intensification and will pose the greatest challenge to the Company
in 2010 and the forthcoming years. As regards trade, it is worth stressing that 2009 was the year during which the Company began to build petrol stations and motorway service
stations, contracted oil supplies for the forthcoming years and retained its leading position in the market of bitumen and lubricant oils in Poland. At the same time, Grupa LOTOS
reduced its involvement in the LPG market.

Last year, some changes were introduced to the capital structure of the Company. The Treasury became the main direct majority shareholder. The Treasury also made a capital

injection into Grupa LOTOS by means of a contribution in kind in the form of shares in three companies already belonging to the Capital Group.

2009 was also the year of the Company’s management stabilization. The Management Board was elected in a competition for another three-year term of office. In addition to the
three existing members, the Management Board now includes a petroleum industry specialist responsible for sales.

The Company is facing a number of challenges in the years to come. The use of greater processing capacity at the Gdarisk refinery and product placement on the market are
challenges just as major as the investment process. When completed, we will be able to see the scale of the changes introduced by the 10+ Programme not only to Grupa LOTOS,
but to the market in the region.

This year the Company needs to reformulate its strategic objectives and update its strategy. The upstream segment development will be of crucial importance. Exploration and
exploitation of new deposits is necessary to increase the energy security of Poland and strengthen the position of Grupa LOTOS in the region. The new directions of development
and ambitious objectives relating to the market activities and the financial result could mean that the Company has to seek new solutions, such as strategic alliances, project

partners or investors. Strengthening is of particular importance given the privatisation planned by the Treasury.

2009 was for Grupa LOTOS a time of fulfilling ambitious projects. However, much effort is required in the years to come to build on the opportunity offered by the 10+ programme
and to complete exploration and exploitation tasks. | believe that the Company will have no problems dealing with these challenges with the determination of the Management
Board and support from the employees and the stakeholders.



Yours faithfully,

Nesis sl

Wiestaw Skwarko
Chairman of the Supervisory Board
Grupa LOTOS S.A
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Letter from the President of the Board

Pawet Olechnowicz

President of the Board
Chief Executive Officer

béeav-s eudl @%ﬂr}

2009 was an exceptionally difficult year for business. The petroleum industry witnessed some particularly unfavourable events. Very low global prices of oil, which at one time fell to
$30 per barrel, came along with exceptionally low refinery margin, a very unfavourable Brent/Ural differential and a rapidly changing exchange rate of the Polish currency.

Grupa LOTOS started the year well in terms of operating activities. However, growing market difficulties combined with negative equity research recommendations caused a
dramatic fall in the share price to as little as PLN 7 at the beginning of February 2009. The toxic “expert” opinion of one of equity researchers who priced Grupa LOTOS shares at
zero zlotys brought a major exposure to the Company’s business. The Management Board undertook immediate communication and substantive preventive steps to reduce and
eliminate the threat. The success of the crisis management operation was based on a timely and professional response of the Management Board, action and open
communication, as well as direct relations with equity market and shareholders. These actions were positively appraised by those interested and facilitated a quick elimination of

the crisis concerning the Company.

The stakes were very high. The Company was in the process of implementing the enormous 10+ investment project, which required more than PLN 2 bn in 2009. This called for
perfect co-ordination of the works and the stream of finance, as well as harmonious and uninterrupted operation of the whole Group and a safe level of financial liquidity. The risk of
negative consequences of the global crisis to the Company determined the need to undertake extraordinary preventive measures to secure the operating effectiveness of the
Company. The Management Board of Grupa LOTOS, as the first Board in Poland, decided to implement the Anti-Crisis Package in February 2009. This was a direct response of
the Company to unfavourable changes on the market. This document is not only a detailed plan for the reduction of costs and effectiveness-oriented activities but also a result of
the Management Board dialogue with the Council of Employees and all the trade unions. The responsibility for the future of Grupa LOTOS was great in the face of crisis and other
threats to the Company which was in the process of implementing an enormous investment programme. The Management Board of Grupa LOTOS took upon itself this
responsibility supported by the Company’s employees and their representatives.

Good communication with the team allowed us to make effective decisions which contributed to the ongoing development of the Company. This was a difficult test of effectiveness

and responsibility. The Company managed to save workplaces and achieve good results while continuing its key investments.
| am certain that this was an important sign of the Group stable situation for external stakeholders. This was confirmed by the growing trend for the Company’s shares on the WSE.

We built market trust with the effective implementation of decisions and the transparency of our actions. We have reason to be content. The Company made PLN 722.5 min
savings on the consistent implementation of the Anti-Crisis Package. This directly affected the Company’s level of liquidity.

The good standing of the Company can be best demonstrated by consolidated net profit earned by Grupa LOTOS for 2009 at PLN 911.8 min. Consolidated sales revenues
totalled PLN 14.321 bn while the operating profit reached PLN 419.8 mIin. Compared to the end of 2008, sales revenues decreased by PLN 1.974 bn, while the operating profit
grew by PLN 0.566 bn. The result of the sales and manufacturing segment had the greatest impact on the operating level; this segment’s contribution stood at PLN 479.6 min.

As for the retail segment, the sale of fuels grew by 18.2%. Compared to 2008, the share of Grupa LOTOS in the fuel market increased from 25.4 % to 28.3 %. This means that in
the difficult crisis year, the LOTOS Group increased its market share by effectively implementing the strategic programme which assumes achievement of a 30% share in the fuel
market in 2012.

The effective asset restructuring and consolidation also had a positive impact on the financial results of Grupa LOTOS. This relates both to LOTOS Jasto and LOTOS

Czechowice, as well as the exploration and exploitation activities of Petrobaltic S.A. (currently LOTOS Petrobaltic).
Completion of the restructuring process of LOTOS Petrobaltic will facilitate the establishment of the key to the Concern’s future oil exploration and exploitation segment.

The completion of the Anti-Crisis Package has been completed successfully. In 2010 Grupa LOTOS plans to continue the cost-effectiveness programmes. The experience of 2009
contributed to improvements in the organisational culture and the intensification of the system-wide activities aimed at improved management, operating effectiveness and security
of the Company’s operations.

| would also like to highlight another important context of our activities. We follow the concept of sustainable development paying attention to ensuring the highest environmental

parameters of the new facilities and provide workplaces for employees of numerous companies in the entire supply chain.

The 10+ Programme has reached its final stage of implementation. At the end of March 2010, project completion reached 97%. In the last months of 2009, the construction of the
Crude Distillation Unit/Vacuum Distillation Unit (CDU/VDU) was completed which increased the processing capacity of the refinery to 10 million tonnes p.a. The 10+ Programme



will not only increase the oil processing output but also the intensity of raw material utilisation. The first financial effects of refinery expansion will be visible in the Company’s
financial results this year. The potential will satisfy the domestic demand for the highest quality fuels and any surplus may be easily exported owing to the coastal location of the
plant.

An update of the current Strategy of Grupa LOTOS planned in mid 2010 will be crucial for the definition of further development plans of the Concern. Provisions of the Strategy will
be adjusted to the new economic situation and will be used to maximise the financial effects and increase the energy security of Poland of which LOTOS is an important
participant. As part of the programme of raw material long term supplies, the Company has pursued the programme of diversifying the oil supplies. This is related both to
diversification of procurement and an increase in own oil output.

In 2010 the LOTOS Group will continue activities which add value for the shareholders. The development of the exploration and exploitation sector and the strengthening of the
market position will play a key role. The technological processes to be implemented will meet the highest innovation standards. A joint project with a strategic partner is possible.

Sustainable development and corporate social responsibility are the key criteria for development and for understanding the quality of managing the Corporation. We are well
appraised by the market in this aspect and as a result highly ranked in the new RESPECT Index of the Warsaw Stock Exchange. | would like to assure you that we will consistently
improve the quality and effectiveness of our management. | would also like to underline the key strengths of Grupa LOTOS: a devoted management and employees who create an
important, positive strength. | am certain that these values are shared by our key stakeholders. These values contribute to building the market position of the LOTOS Group, to the
energy security of Poland and to the strength of the Polish economy.

Fosit W,

e -

Pawet Olechnowicz
President of the Board
CEO

Grupa LOTOS S.A.
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Subject and scope of activities

Grupa LOTOS S.A. is a national petroleum concern which deals in oil exploitation and processing and the wholesale and retail trade of high quality petroleum products. The
Company markets, among others, lead-free petrol, diesel oil and aviation fuel. The Concern is also the leader in the sales of engine oils, bitumen and paraffin in Poland. A
nationwide petrol station chain operates under the LOTOS brand.

Grupa LOTOS is a joint-stock company listed on the Warsaw Stock Exchange (WSE) since June 2005.

According to the By-Laws, the Company operates in Poland and abroad. Besides Grupa LOTOS S.A. (the parent company which manages the Gdarisk refinery) and LOTOS
Czechowice S.A., LOTOS Jasto S.A. and an exploration and exploitation company, Petrobaltic S.A., the national Capital Group also comprises 14 LOTOS companies. Through its
Norway-based subsidiary, LOTOS Petrobaltic - LOTOS Exploration and Production Norge AS, the Concern is present on the Norwegian Continental Shelf, where it carries out oil
exploration and exploitation.

At the end of 2009, the LOTOS Group employed 4,949 persons. Consolidated sales revenues exceeded PLN 14.3 bn. Thanks to the effective fulfilment of the 10+ Programme,
the processing capacity of the Gdarisk refinery will grow to 7-8 million tonnes in 2010. The Group’s share in the total fuel market grew from 25.4% in 2008 to 28.3% in 2009.

The ultimate strategic objective of Grupa LOTOS is to retain the regional competitiveness of the Company among the petroleum companies operating in the regions of the Baltic
Sea and Central and Eastern Europe. The Company intends to remain competitive in the region by pursuing actions in the operating and market areas. The operating area
includes the implementation of the 10+ Programme. When completed in 2010, the Programme will allow the Company to increase the general economic effectiveness of petroleum
processing in the Grupa LOTOS Gdarisk refinery. Another major direction of development of the Capital Group is the expansion of the exploration and exploitation segment, so that
the profits achieved by the Company fluctuate less in the future, as a result of incorporating the entire chain of value related to the sale of petroleum products. As regards the
market area, Grupa LOTOS intends to fulfil the goal of retaining regional competitiveness by increasing and then stabilising market shares, the expanding the chain of own and
partner petrol stations and using the leverage provided by the coastal location of the Gdarisk refinery.

The corporate strategy includes the development of the aforementioned areas in line with the concept of sustainable development: the aim to constantly reduce environmental
impact with appreciation for intellectual capital and employee expertise.
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Shareholding

As at 30 June 2009, the Ordinary General Meeting of the Shareholders of Grupa LOTOS passed a resolution on increasing the share capital of the Company by means of issuing
shares. As at 9 July 2009, the State Treasury and Grupa LOTOS signed an agreement for the State Treasury to acquire 16,173,362 new ordinary C series bearer shares of Grupa
LOTOS at the issue price of PLN 22.07 through private subscription, with payment for the shares by a contribution made by the State Treasury in the form of shares of Petrobaltic,
LOTOS Jasto and LOTOS Czechowice. The subscription totalled PLN 356,946,099.30.

Following the increase in the share capital of the Company and the acquisition of a majority stake by the State Treasury, namely all the C series shares, the shareholders structure
changed.

As at 17 July 2009 an increase in the share capital of Grupa LOTOS from PLN 113,700,000 to PLN 129,873,362 was registered. The total number of shares equivalent to the
number of votes at the General Meeting of Shareholders resulting from all the shares issued by Grupa LOTOS after the registration of the change in the share capital amounts to
129,873,362 shares.

The structure of the share capital of Grupa LOTOS is as follows:

= 78,700,000 series A shares,
= 35,000,000 series B shares,
= 16,173,362 series C shares.

As at 22 July 2009, the State Treasury acquired another major stake of Grupa LOTOS shares under the agreement between Nafta Polska S.A. and the State Treasury of 16 July
2009. By fulfilling contractual provisions, Nafta Polska transferred a total of 59,025,000 Grupa LOTOS shares to the State Treasury.

Following the acquisition of the two aforementioned stakes of shares, the State Treasury had in its possession 83,076,392 shares of Grupa LOTOS.

Following acquisition of the Company’s shares on the WSE, accounted for as at 19 November 2009, ING Open-End Pension Fund became the owner of 6,524,479 shares,
constituting to 5.02% of the total shares at the General Meeting of Shareholders of Grupa LOTOS.

The structure of the share capital of Grupa LOTOS

31 Dec 2009

Per cent of the share
Shareholders No. of shares No. of votes Nominal value of shares capital
Treasury 83,076,392 83,076,392 83,076,392 63.97
ING OFE 6,524,479 6,524,479 6,524,479 5.02
Others 40,272,491 40,272,491 40,272,491 31.01
Total 129,873,362 129,873,362 129,873,362 100.00

B ot Shareholoes State Troasury

ING
OFE
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The LOTOS Group

Organisational chart of the LOTOS Group
31 December 2009

Grupa LOTOS S.A.

’ LOTOS Czechowics S.A 85.04% ‘ ’ LOTOS Jasto S.A 85.01% ‘

'
'
e

LOTOS Asfait Sp. 2 o 100%

{ RCExoenergia Sp. 20.0 100%

Organizaga Odzysku® S.A

-{ LOTOS Biopaliwa Sp. z o.c 100%

,{ Miiena Shipping Company Ltd 99.9%

100%

- -1 KRAK-GAZSp z00
y by liquidatior

,{ Aptrodte Offshore Se

LOTOS Lsb Sp. z 0.0 100%

z00 100%

{ \B Geonefta 40.59 %

LOTOS Ocivona Sp. 2 0.0 100%

LOTOS Park Technologiczny Sp. 2 0.0. | 0.29%

) matching shares — 14.96%

@ LOTOS Park Technologiczny Sp. z 0.0. — 99.71% (own shares acquired for redemption)
® matching shares — 14.99%

“ other shareholders — 4.5%

©®) State Treasury — 0.01%, matching shares — 0.67%

© UAB 'Meditus™ — 59.41%.

Moreover, Grupa LOTOS holds 8.97% shares in the authorised capital of P.P.P.P.'NAFTOPORT' Sp. z 0.0. (a company of the PERN 'Przyjazri' S.A. capital group from Ptock).

Entities in which Grupa LOTOS has direct or indirect capital holdings or holds voting rights:

Direct/Indirect per cent share of
the Group in the share capital
Method of share

pricing/
Entity Registered Office Subject of activities consolidation 31 Dec 2009 31 Dec 2008
Parent entity
Grupa LOTOS S.A. Gdarisk Manufacture and processing of petroleum refining products not applicable not applicable not applicable

(mostly fuels) and wholesale of such products




Direct subsidiaries

LOTOS Paliwa Gdarisk Wholesale and retlall of fulels, light heating oil, management of ful 100.00% 100.00%
Sp. zo.0. LOTOS petrol station chain
Manufacture, retail and wholesale of LPG. At present the
(1) ’ 0, o,
LOTOS Gaz S.A. Mtawa Company is not engaged in any operations full 100.00% 100.00%
LOTOS Oil SA. Gdarisk PManufacture.and sale of lubricant oils, lubricants and domestic ful 100.00% 100.00%
sale of base oils
;(;TZOOS;\sfaIt Gdarisk Manufacture and sale of bitumen full 100.00% 100.00%
LOTOS Ekoenergia S.A. Gdarisk The Company has not started operations yet full 100.00% 100.00%
;STZODSOKoleJ Gdarisk Railway transport full 100.00% 100.00%
LOTOS Serwis Gdarisk Malntenanc.e of mechanlcal and electrical traffic, instrumentation ful 100.00% 100.00%
Sp. zo.o. and control; repairs
ggT;)OS;_ab Gdarisk Laboratory analyses full 100.00% 100.00%
;STZOOSOS“"Z Gdarisk Fire safety full 100.00% 100.00%
;gTZOOS;)chrona Gdarisk Personal and property security services full 100.00% 100.00%
;gTSOSOParafmy Jasto Sale and manufacture of paraffin mass full 100.00% 100.00%
;‘;Tff J ank Gdarisk? Wholesale of petroleum products full 100.00% 100.00%
LOTOS Czechowice S.A. Czechowice- Storage and distribution of fuels full 85.04% 80.04%
(has its own capital group) Dziedzice
Services related to distribution of petroleum derivative products,
LOTOS Jasto S.A. fuel storage, setting up and maintaining fuel reserves, @ o
(has its own capital group) Jasto manufacture and processing of petroleum refining products and full 85.01% 80.01%
retail and wholesale of such products
: (4)
Petrqbaltlc S-A. . Gdarisk Acquisition and exploitation of petroleum and gas deposits full 99.32%% 69.00%
(has its own capital group)
" - . . Retail and wholesale of lubricant oils in Lithuania, Belarus, o o
UAB LOTOS Baltija Vilnius, Lithuania Ukraine and Latvia, trade and legal consultancy since Jan 2009 full 100.00% 100.00%
LOTOS Park Technologiczny Jasto Business gnd managemeljt consultancy services. At present the ful 0.29%© 86.91%
Sp.zo.0. Company is not engaged in any operations
Indirect subsidiaries
RCEkoenergia Czechowice- . ©) o
Sp. zo.0. Dziedzice Services ful 85.04% 80.04%
LOTOS Biopaliwa Czechowice- . @ 0] o
Sp. z 0.0. Dziedzice Manufacture of fatty acid methyl ester (FAME) full 85.04% 80.04%
RCSerwis Czlechcl)wme- Services ® © 86.91%
Sp. zo.o. Dziedzice
ETSTEKOL Organizacja Odzysku Jasto Services ful 81.18%610) 66.81%1
E:ri’:u;)gsz Sp.zo.0.in liquidation ¢ 5, Retail and wholesale of LPG - Ul 100.00%
Miliana Shipping Company Ltd. Cyprus Services full 99.32 %® 68.93%
Petroleum exploration and exploitation on the Norwegian
LOTOS Exploration and Production continental shelf; provision of services related to petroleum © 1)
Norge AS Stavanger Norway exploration and exploitation. The Company started operations in ful 99.32% 69.00%
November 2007
Aphrodite Offshore Services N.V. Curacao, the Services full 99.32%% 69.00%
P o Netherlands Antilles e s
Energobaltic Sp. z 0.0. Gdarisk"? Manufacturing activities fun? 99,32% 32.16%

m By 23 July 2009 LOTOS Gaz controlled the KRAK-GAZ subsidiary. As at 30 April 2009, KRAK-GAZ applied for bankruptcy to the District Court for Krakéw-Srédmieécie 8th
Economic Division competent for bankruptcy and recovery proceedings. As at 23 July 2009, the District Court for Krakow-Srédmiescie 8th Economic Division competent for

bankruptcy and recovery proceedings issued a decision declaring bankruptcy through the liquidation of KRAK-GAZ assets.

@ As at 12 August 2009, the main offices of LOTOS Tank were moved from Jasto to Gdarisk.

® Asat9 July 2009, an agreement for acquiring shares in Grupa LOTOS by the Treasury was signed. In return, the Treasury made a non-pecuniary contribution to Grupa LOTOS
comprising 30.32% shares in Petrobaltic, 5% shares in LOTOS Czechowice and 5% shares in LOTOS Jasto.

“ As at 31 March 2010, the National Court Register recorded a change in the trading name from Przedsigbiorstwo Poszukiwar i Eksploatacji Zt6z Ropy i Gazu “Petrobaltic”



Joint-Stock Company to LOTOS Petrobaltic Joint-Stock Company, abbreviated to LOTOS Petrobaltic S.A.
®) As at 20 November 2009, the existing shareholders of LOTOS Park Technologiczny transferred the following shares to LOTOS Park Technologiczny:

= Grupa LOTOS - 9,400 shares out of 9,500,
= LOTOS Czechowice — all the 12,314 shares,
= LOTOS Jasto — all the 9,866 shares,

= LOTOS Serwis — all the 2,834 shares,

= Partner Holding Management Sp. z 0.0. — all the 100 shares.

LOTOS Park Technologiczny acquired its own shares for voluntary redemption by means of reducing the share capital. The structure of LOTOS Park Technologiczny shareholders
after the transaction:

= LOTOS Park Technologiczny — 99.71%,
= Grupa LOTOS - 0.29%.

Grupa LOTOS controls LOTOS Park Technologiczny, based on the rights of the Meeting of Shareholders held by Grupa LOTOS as the sole shareholder entitled to the rights in
shares. As at 31 March 2010, reduction in the share capital of LOTOS Park Technologiczny to PLN 50,000 was registered. The share capital of LOTOS Park Technologiczny is
divided into 100 shares. After registration of the changes in the National Court Register, the share of Grupa LOTOS in the share capital of LOTOS Park Technologiczny is 100%.

®@ Equity changes referred to in point (3) affected the indirect per cent share of the Group in the share capital of subsidiaries of Petrobaltic S.A. (currently LOTOS Petrobaltic),
LOTOS Czechowice and LOTOS Jasto.

™ As at 1 March 2009, LOTOS Biopaliwa commenced business activity.
® Shares contributed in kind as at 2 January 2006, by LOTOS Czechowice Capital Group to LOTOS Park Technologiczny.

®) As at 6 November 2009, LOTOS Park Technologiczny sold 100% of RC Serwis shares to a third party for PLN 1,800,000. As a result of this transaction, the Group achieved
profit of PLN 688,000.

19 From May to June 2008 and January to December 2009 LOTOS Jasto purchased shares of PLASTEKOL Organizacja Odzysku S.A. Following the transactions, the share of

LOTOS Jasto in the share capital of PLASTEKOL Organizacja Odzysku grew to 95.5%.

" As at 19 May 2008, the Management Board of Petrobaltic decided to commence the procedure of increasing the share capital and taking up 80% of shares in LOTOS

Exploration and Production Norge AS by Petrobaltic. Petrobaltic paid for 32 million of new shares with cash, for the price equal to their nominal value, i.e. NOK 32 min. (i.e. PLN
13,782,000 thsd at the average exchange rate published for NOK by NBP as at 19 May 2008). As at 12 June 2008, the LOTOS Group entered into a transfer agreement with
Petrobaltic for 8 million shares in LOTOS Exploration and Production Norge, accounting for 20% of the share capital of the company. The shares being the subject of the
agreement, with the total nominal value of NOK 8 min (i.e. PLN 3,376,000 thsd at the average exchange rate published for NOK by NBP on 12 June 2008 ), entitling to 8 million
votes, are equal, indivisible and account for 20% of the share capital of LOTOS Exploration and Production Norge. As a result of the transaction, Petrobaltic became the owner of
40 million shares accounting for 100% of the share capital of LOTOS Exploration and Production Norge.

(2 As at 27 November 2009, Petrobaltic took control over Energobaltic.
(9 As at 25 January 2010, the change of the registered office of Energobaltic from Gdarisk to Wtadystawowo was registered.
As at 31 December 2009, Grupa LOTOS indirectly held 40.31% of the share capital of its affiliate, GK AB Geonafta.

As at 31 December 2009 and 31 December 2008, the share in the total number of votes held by Grupa LOTOS in subsidiaries is equal to the Company’s share in the capitals of
those entities, except for the share in LOTOS Park Technologiczny.
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Organisation

In the LOTOS Group decisions on various business areas, including directions of development, assessment of activities and allocation of resources to such areas, are made by the
Management Board of the parent entity. In Grupa LOTOS financial reporting pursuant to IFRS 8 for business areas is applied.

The criteria which define a business area:

1. involvement in economic activities which may generate costs and revenues,

2. operational results regularly reviewed by the parent entity’s Management Board and used for taking decisions on resources allocated to the area and for the assessment of
the operating results of the area,

3. availability of separate financial information.

The LOTOS Group comprises the following business areas:

= oil and gas exploration and exploitation area, which includes LOTOS Petrobaltic with the subsidiaries,
= petroleum product sales and production area, which includes other companies in the Group except LOTOS Park Technologiczny, LOTOS Gaz and LOTOS Ekoenergia,
= other areas, which include LOTOS Park Technologiczny, LOTOS Gaz and LOTOS Ekoenergia.

The LOTOS Group introduced the segment management model. A segment is a separated area of business activities, managed in the scale of the Capital Group by an appointed
Member of the Management Board of Grupa LOTOS, as the parent entity. The segment management is a management model primarily aimed at: improving management
efficiency, utilising benefits of scale, achieving cost and revenue synergies within the entire organisation. The segment management comprises, among others:

= implementation of a coherent strategy,

co-ordination of investments in the Capital Group,

co-ordinated planning and controlling,

integrated operational management including compliance with coherent corporate standards in the Capital Group and synergies by setting out coherent goals and parameters of
effectiveness,

co-ordination of the support function.

The LOTOS Group consists of:

The Management Segment: managed by the President of the Board, the CEO, i.e. the head of the management segment. This segment works to increase the value of the Group
by managing the overall activities, preparing and monitoring strategy implementation, setting out the direction of the development of various business areas, co-ordinating the
support function (HR management, main business process management, system management, CSR policy, marketing and communication policy, legal and administration, IT,
internal audit, physical security).

The following companies are assigned to the Management Segment:

= LOTOS Ochrona

= UAB LOTOS Baltija

= LOTOS Ekoenergia

= LOTOS Park Technologiczny.

The Exploration and Exploitation Segment: managed by the President of the Board, the CEO, i.e. the head of the exploration and exploitation segment. Key tasks of the
segment include: preparation of the development strategy for activities of the Capital Group in the area of oil and gas exploration and exploitation, management and supervision
over exploration and exploitation activities, and responsibility for the implementation of strategy in this area.

The following company is assigned to the Exploration and Exploitation Segment:

= LOTOS Petrobaltic with subsidiaries.

The Operational Segment: managed by the Vice-President of the Board, the COO, i.e. the head of the operational segment. Key tasks of the segment include: management,
co-ordination and supervision over all the matters related to the refinery manufacturing and technology, including implementation of the 10+ Programme. The segment is
responsible for preparing assumptions of the refinery manufacturing policy, supervising matters related to manufacturing R&D, co-ordinating investment projects on the technical
and technological development, creating the strategy of the maintenance and expansion of the manufacturing facilities.

The following companies are assigned to the Operational Segment:



= LOTOS Straz

= LOTOS Serwis

= LOTOS Lab

= LOTOS Czechowice with subsidiaries
= LOTOS Jasto with subsidiaries.

Sales Segment: managed by the Vice-President of the Board, the CCO, i.e. the head of the sales segment. The segment is responsible for managing the sales, supply and
distribution processes within the Capital Group, including creation and implementation of the sales policy, sales planning for all business sectors, distribution channel management,

approval of sales plans and policies and development of the supply chain optimisation strategy.
The following companies are assigned to the Sales Segment:

LOTOS Paliwa

LOTOS Qil

LOTOS Asfalt

LOTOS Parafiny

LOTOS Gaz with subsidiaries
LOTOS Kolej

LOTOS Tank.

Financial Segment: managed by the Vice-President of the Board, the CFO, i.e. the head of the financial segment. The segment is responsible for managing the whole financial
and accounting activities of the Capital Group, including the creation of policy and monitoring the area of internal equity flows and dividends, the creation and monitoring of the
financial, tax and insurance strategy, supervision over the organisation of financing development programmes of the Capital Group, co-ordination of implementation of and
compliance with the corporate governance, development and implementation of the financial risk management strategy.

Grupa LOTOS acts as the integrator of key management and supporting functions in the Capital Group companies.

Segments of activities

31 Dec 2009
Grupa LOTOS S.A.
SALES SEGMENT THE OPERATIONAL ;:S E;Etgm\?%: THE MANAGEMENT FINANCIAL
SEGMENT sl SEGMENT SEGMENT
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Membership in organisations

Grupa LOTOS is a member of the following national and international organizations:

Industry organisations

1. Conservation of Clean Air and Water In Europe (CONCAWE),
2. Institute for Fuels and Renewable Energy (Instytut Paliw i Energii Odnawialnej),
3. Polish Organisation of Oil Industry and Trade (Polska Organizacja Przemystu i Handlu Naftowego),

4. Scientific and Technical Association of Engineers and Technicians of the Gas and Oil Industry (Stowarzyszenie Naukowo Techniczne Inzynieréw i Technikéw Przemystu

Naftowego i Gazownictwa),
5. Windsor Energy Group,

6. World Petroleum Council — Polish National Committee.

Business organisations

1. Business Center Club,

2. European League for Economic Cooperation — Polish section (Liga Europejskiej Wspotpracy Gospodarczej — Sekcja Polska),
3. Gdansk Business Club (Gdariski Klub Biznesu),

4. Polish Business Roundtable Club (Klub Polskiej Rady Biznesu),

5. Polish Higher Education-Business Forum (Polskie Forum Akademicko—-Gospodarcze),

6. Pomeranian Chamber of Commerce and Industry (Pomorska Izba Przemystowo—Handlowa).

Organizations which popularise the concept of corporate social responsibility

1. Responsible Business Forum (Forum Odpowiedzialnego Biznesu),

2. UN Global Compact

Specialised organisations

1. Confederation of Polish Employers (Konfederacja Pracodawcéw Polskich),

2. 1SO 14000 Polish Forum Club (Klub Polskie Forum ISO 14000),

3. 1SO 9000 Polish Forum (Polskie Forum ISO 9000),

4. Polish Economic Society (Polskie Towarzystwo Ekonomiczne),

5. Polish District Chamber of Civil Engineers (Polska Okregowa Izba Inzynieréw Budownictwa),
6. Association of Stock Exchange Issuers (Stowarzyszenie Emitentow Gietdowych),

7. Accountants Association in Poland (Stowarzyszenie Ksiegowych w Polsce).

Membership in supervisory bodies of organisations

1. Gdarisk Business Club (Gdariski Klub Biznesu): Pawet Olechnowicz, Member of the Club Council,
2. European League for Economic Cooperation — Polish Section: Pawet Olechnowicz, Member of the Management Board,

3. Polish Higher Education-Business Forum (Polskie Forum Akademicko—Gospodarcze): Pawet Olechnowicz, President of the Board.



Vision of development
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Sustainable development in view of 10+

An interview with Pawet Olechnowicz, President of the Board of Grupa LOTOS

- Grupa LOTOS is changing its approach to reporting on sustainable development with its current Annual Report. What are the
reasons for this decision?

Transparency is of enormous importance for the organisation’s proper operation, in particular for an organisation of the scale and nature of

activities as Grupa LOTOS. We run an open information policy and undergo scrupulous reviews. Reporting is one of the social dialogue tools and

a form of undergoing public evaluation and control. Trust in the Company comprises openness, transparency of activities and comprehensive

communication. On one hand, comprehensive communication is understood as relations with all key stakeholders, those actively involved in

activities of Grupa LOTOS as well as those interested in the effects of the Company’s operations. On the other hand, comprehensive communication is understood as the
presentation of all of our activities in view of sustainable development, namely the consequences of today’s actions for future generations.

The Company has a rich tradition of reporting on its accomplishments. Since mid 2005, the Company has been listed on the Warsaw Stock Exchange. Thus, we are bound by
certain information obligations to comply with the principles of good practices for public companies. Regardless of this, we have been presenting comprehensive reports on the
social aspects of our activities since 2006. The 2006 Environmental Report was the first one published. The following two reports presented a full engagement in the aspects of

social activities and sustainable development.

The corporate social responsibility Report of the LOTOS Group for 2006-2007 was voted the best CSR report in the nationwide contest organised by the Responsible Business
Forum, PricewaterhouseCoopers and CSR Consulting. The next report which presented results for 2008 received an honourable mention in the same contest for the high
standards of reporting and the application of innovative solutions in the process. The verdict of the jury, headed by Prof. W. Ortowski, as well as stakeholders’ opinions received as
a result of in-depth interviews, assured the Company of the validity of the adopted information policy. This policy assumes transparency for all aspects of operations: the economic,
social and environmental aspects. Therefore Grupa LOTOS follows the Global Reporting Initiative (GRI) methodology, as the only one which allows such a comprehensive and
objective presentation of the overall achievement of the Company while preparing the reports. During the publication of the first social report, Grupa LOTOS was only the second
Polish company which used the GRil tool. It is a methodology which not only calls for a high level of information transparency, but also enormous involvement of the entire

organisation.

We treat social responsibility as an indicator of our organisation management philosophy. Responsibility, ethics and openness are the fundamentals of our business activity
principles. These are the premises which affected the current decision on changing the reporting model. Instead of the existing two reports, both; annual and social, Grupa LOTOS
is submitting this year a report which integrates all fields of activities. We believe this decision fully confirms the fact that we treat social responsibility as the operational principle,

and confirms the importance of sustainable development as an inherent element of the LOTOS Group strategy.

| am certain that the Report, prepared in accordance with international financial and non-financial reporting standards shall prove to be useful in assessing the situation of the
Company, which is included in the first CSR index, the RESPECT Index, at the WSE.

— How does Grupa LOTOS deal with sustainable development?

We pay great attention to the implementation of the concept of corporate social responsibility and in a wider context to the application of the concept of sustainable development.

This is relating all the business decisions to the prospect of development in three key dimensions for the LOTOS Group. Our goal is to:

1. Achieve responsible, long-term economic growth, not only from the basic activities, but also from the quality of life in the social environment of the enterprise. This
is manifested, among others, by the scale of our direct economic impact in the aspect of the chain of supply and provided workplaces in particular. One example is the number of
employees from external companies involved in the implementation of the strategic development project of Grupa LOTOS, the 10+ Programme. The Company did not abandon
this investment despite the economic slowdown of the past months. Yet according to the International Energy Agency, more than 20 large projects were abandoned in the whole
petroleum industry in 2009.

The impact of the LOTOS Group companies operating in the local markets is also important. The company | have in mind is LOTOS Asfalt, which operates in the Jasto region, an
area with high unemployment rate. The Hydro-Insulating Material Plant built in the Tarnéw Special Economic Zone in 2009 will create approx. 100 new workplaces. The Company

is contributing not only to reduction of unemployment but also to bringing economic revival in regions with a dramatic economic situation.

2. Protect the natural resources and environment. An active approach to environmental protection stems from the obligation of the companies which represent the industry
exploiting non-renewable natural resources, i.e. gas and oil. Grupa LOTOS plays a major role in the area of the national energy security of Poland. Yet in order to preserve the
environmental heritage and natural resources for future generations we must make economically sound decisions and implement innovative solutions. The goal of such solutions
is to reduce the impact of our activities on the natural environment and contribute to preserving the natural ecosystems of the region. This is of particular importance given the
coastal location of the refinery.

There are many examples of such activities. One of them is Grupa LOTOS’ involvement in the project of a natural gas-fired CHP plant, planned to be built in the partner system.
The modern CHP plant will contribute to balancing the energy needs of the whole Pomeranian region. It is also important that the CO2 emissions to the atmosphere will be 40%
lower compared to the coal-fired facility of the same power and output. It should be also stressed that our development strategy for the refinery for the forthcoming years assumes
reducing the plant noxious production to the environment. Among other ways, this will be achieved by:



= connecting a natural gaspipe to the refinery and using clean gas fuel as the source of energy for the manufacturing process,
= recovery of gas currently fed to the torches and using it as process fuel, to reduce the total CO2 emissions.

Another priority is the energy consumption of processes, which is already lower. All the facilities built as part of the 10+ Programme were designed in a manner which not only
guarantees compliance with the BAT (best available technology) ratios required by the EU, but often exceed the standard requirements. Continuous reduction of the environmental
impact of the manufacturing processes and protection of natural resources are key elements of the development strategy of the Group, an indication of the innovativeness and
involvement of the Group in sustainable development. It is worth mentioning that Grupa LOTOS has its own CHP plant with a technological system which supports the generation
of electricity in cogeneration with heat output. This is the so-called red energy. In 2010 the Energy Regulatory Office awarded the company with a certificate that confirms the
generation of such energy. In order to receive the certificate, the CHP plant had to meet stringent requirements and demonstrate a high level of saving of primary energy. This is
one of the examples of the activities we undertake to achieve the environmental effect in a form of CO2 emissions reduction.

The Gdarisk refinery is ranked 6" among 106 European refineries in the last edition of the ranking by SOLOMON, a company which benchmarks the 350 largest refineries in the
world, which confirms a high appraisal of technological processes applied in Grupa LOTOS. Among other reasons, Grupa LOTOS owes such a high rank to energy effectiveness,
the amount of fuel and electrical energy consumed by the refinery compared to its size.

3. Social development. Open information and mutual understanding is not restricted to relations between Grupa LOTOS and external stakeholders. These values can be also
found in relations among employees and in vertical communication. These principles are also applied in the Capital Group, which consists of more than a dozen companies. A
decision made by any of these companies is made in consideration of its effects on the activities of individuals responsible for results in another company. Yet corporate social
responsibility is not only about the transparency of activities, but also the increased investments in human resources and environmental protection. Obviously, the quality of the
social policy of Grupa LOTOS is also manifested in the processes of employment, remuneration, and new management methods.

Social activities are also a part of our strategy. Together with our stakeholders we wish to take part in major cultural, artistic, scientific or sports events, in particular if these are of
major importance to our immediate neighbourhood. Grupa LOTOS takes into serious consideration environmental and personnel expectations. This allows for a creation of a
friendly brand image. The social aspect is also closely related to strictly business decisions. The main strategy of the future Group development is oil exploration and exploitation.
However, smaller investments, in particular those related to the petrol filling station chain, are more important to our customers. We have chosen the new model of LOTOS network
management. Currently stations are managed by the dealers as we believe that the best results can be achieved when there is personal responsibility for the effects of work
involved. We have devoted the past few years to reorganising the network, instead of increasing the number of new stations being commissioned. In accordance with our business
philosophy, we have decided to measure the development not with quantity, but with quality. We would like to be perceived as one of the best in the customer service area. The
results of regular consumer surveys seem to prove this decision to be the right one.

Prospects of sustainable development

SOCIAL ENVIRONMENTAL ECONOMIC
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- Since quite recently Grupa LOTOS has joined InnoEnergy, the “knowledge and innovation community” project, a potential platform for totally new initiatives on
sustainable development in Poland.

The project is an answer to the European Commission’s initiative on establishing the European Institute of Innovation and Technology comprising a network of “Knowledge and
Innovation Communities”. The task of such communities is to develop solutions for strategic and long-term challenges of major social and economic importance for Europe. The
decision on the selection of the first three participating communities was made by the Institute in December 2009. InnoEnergy was one of the projects which qualified for
co-operation. The project will be implemented by an international consortium co-ordinated by Karlsruhe Institute of Technology. The consortium consists of 6 centres (so-called
Collocation Centres, CC) responsible for various topic areas. One of them is CC Poland Plus - Clean Coal Technologies and New Paradigm for Carbon Management. One of the
main project initiators in Poland is the long-term partner of Grupa LOTOS, i.e. the University of Science and Technology (AGH) in Krakéw. Grupa LOTOS is one of companies and
organisations which supports the project’s implementation. This is a unique initiative: the Polish participants focused on the development of clean coal technologies, i.e. increasing
effectiveness and reducing emissions, coal gasification processes, as well as nuclear and coal synergy which utilises the heat generated by the nuclear reactors in clean coal

technologies and industry.

This is a long-term project and its key goals are grouped around the so-called Innovation Triangle (Scientific Research, Education and Innovation). The project assumption is to
establish a lasting interaction among these three layers, by pursuing scientific research at the highest global level, implementing and commercialising research results in
co-operating with enterprises, and establishing close links between entrepreneurship education, practice and training. The project results will focus on society and fulfilling its future
needs based on permanent and sustainable development.

An obvious benefit of participation in the project is the initiation, participation and access to the effects of research, experience and technologies of partners who represent and
create the highest European standards. Grupa LOTOS as an entity interested in reducing greenhouse gas emissions, in particular COZ, always looks for up to date methods to
achieve this goal. The existing solutions call for immense financial support on the one hand, and on the other, are very energy consuming. Therefore, it is necessary to continue

research on the new, cheaper and less energy-consuming technologies.

Grupa LOTOS by using its expertise and achievements, shall participate in this project of development and implementation of modern methods of education and building the
skills, knowledge and entrepreneurship of young personnel wishing to work in the fuel sector. This conforms to the existing directions of development of the Company’s social
policy.
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Operating strategy

Management Approach

The LOTOS Group has been pursuing the development strategy adopted in 2006 and revised in 2008. The revision was made in connection with a re-definition of the key strategic
programmes and initiatives undertaken by the Capital Group to increase the energy security of the State.

The adopted strategy defines the basic activity as oil exploration and exploitation, comprehensive oil processing for fuels, and trading in petroleum products. In its pursuit of
continuous sustainable development, the LOTOS Group is open to innovative solutions resulting from new trends in the energy policy of Europe and flexibly responds to changing
economic conditions.

The strategy of the LOTOS Group assumes:

= an increase in the economic effectiveness of oil processing following optimum utilisation of the existing refinery plant and completion of the 10+ Programme,
= the development of activities related to oil exploration and exploitation,

= an increase in sales effectiveness,

= strengthening of the market position in the retail and wholesale fuel market.

The ultimate strategic goal of the LOTOS Group is to build value for shareholders by means of the optimum use of the existing potential and the implementation of development
programmes in the operating, sales and exploration-exploitation areas.

The strategic goal of the operating segment is the Group’s optimal and effective use of the current assets located in Gdarisk, Jasto and Czechowice, as well as the assets
acquired in the course of development activities. The 10+ Programme is the leading investment project. Evaluation of the operating activity and identification of areas which require
activities related to improvements in safety and effectiveness are performed regularly by independent external auditors.

Strategic goals are achieved in the sales area by means of developing the sales of products with the highest qualitative parameters and focusing on the most profitable operating

areas.

The goal of the exploration and exploitation activity is to create an international segment with a portfolio of assets carrying diversified risk, at various stages of development,
operating mainly in the Baltic Sea, North Sea and Norwegian Sea areas. Selection of projects in various segment areas depends on their economic value and capital availability.
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Progress in achieving strategic goals

The LOTOS Group achieved the goals presented in the business strategy for sales and operational areas in 2009. However, in the exploration-exploitation area, given the
considerable changes in the oil exploitation market, the goals were not achieved. Consequently, a different time horizon regarding the aforementioned is currently under
consideration. Finally, as regards basic financial and economic ratios, values budgeted for 2009 were not achieved. Deviations to the values contained in the LOTOS Group’s
strategy by 2012 were caused by a number of factors, such as low oil prices, the extremely low refinery margin, the low Brent/Ural differential, as well as the fluctuating exchange
rate.

At present, work is underway on another revision of the strategy until 2014 and a definition of the directions for development until 2022. Given the major changes resulting from the
global financial crisis the following provisions of the strategy shall be revised:

= optimum use of manufacturing capabilities resulting from the 10+ Programme being completed,
= the most favourable use of the heavy residue,

= active use of changes in the petroleum product markets,

= improvement in the competitive position of Grupa LOTOS.

The LOTOS Group will continue to focus on activities aimed at increasing value for the shareholders. The key role is the development of the exploration and exploitation segment
and strengthening of the market position. The technological processes being implemented as well as other technical solutions will be as innovative as possible. Decisions on the

development activities shall be based on the analysis of economic effectiveness and their implementation shall depend on the financial capabilities of the Capital Group. Capital
arrangements or the use of a joint-venture formula with a strategic partner will be acceptable.

The implementation of the strategy will enhance the position of the LOTOS Group as a strong, innovative and effectively developing entity, which plays a major role in ensuring the
energy security of the state operating in compliance with the concept of corporate social responsibility.
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Key risks, opportunities and challenges in the aspect of sustainable development

Grupa LOTOS operates in an environment and under conditions which carry a number of risks. These risks are identified and evaluated in various areas of activity and constitute
to a basis for decisions on further activities. Compared to the previous reporting period, the operational, financial and market risks have not changed considerably, being still
present and continuously monitored.

Risks related to governmental strategy in the petroleum sector. Legal risks of strategic nature.

As part of its strategic analyses, Grupa LOTOS continuously monitors the policy directions pursued by the European Union. An examination of the draft directives and then the
proper directives allows the Company to learn about the potential legal environment years in advance, before the transposition of Community solutions to the Polish law.

Grupa LOTOS co-operates with state administrative bodies responsible for governmental strategies in the petroleum sector. In addition, the Company participates in providing
opinions on drafts of domestic legal acts and governing legal acts in the area of interest to the Company, in particular the provisions on oil and fuel mandatory reserves,

biocomponents and biofuels. These opinions are prepared both directly and through organisations of which Grupa LOTOS is a member.

The biofuel and biocomponent area is dominated by the risks related to very slow proceedings of relevant Polish administrative bodies on the transposition of the Directive
2009/30/EC of the European Parliament and of the Council as of 23 April 2009 which facilitates the use of increased biocomponent amounts in fuels (B7, E10). Risk areas also
include uncertainty as to the detailed scope of regulations to be adopted in domestic solutions during implementation of energy package directives, in particular Directive
2009/28/EC with regard to sustainable development.

A major risk factor is also the intention to set higher thresholds of the National Index Target (NCW) for the forthcoming years, given the lack of Polish legislative solutions which
would enforce the implementation of such thresholds. This may lead to penalties imposed for non-achievement of the NCWs or economically detrimental action undertaken in
order to achieve the NCWs.

As regards mandatory reserves, the direction of future regulations in this regard is uncertain. We do not know the starting date of the mandatory reserves takeover from the

companies operating in the market by the competent governmental agencies or the pace of that process, which may take up to 10 years.

Another potential problem, which may occur as early as in 2011, will be insufficient storage capacity for the mandatory reserves, in particular for oil.

Risks related to changes and interpretations of the tax law

Frequent changes in tax provisions occur in the legal environment of Grupa LOTOS. New regulations being enforced and changes in the application of the existing provisions
affect the way the Company pursues activities, the type of actions undertaken and the size of tax liabilities. Given the incessant changes in provisions, which are often incoherent,
complex and incompatible with the Community regulations and the method of application of the existing provisions, internal procedures have been implemented to ensure that
provisions of the law are observed and the tax risk is identified, minimised and monitored for impact on the financial statements of Grupa LOTOS. It is necessary to monitor the
changes in the tax provisions and actively respond to such changes by harmonizing the internal systems of tax returns.

Frequent changes of regulations on excise tax, value added tax (VAT), corporate income tax, personal income tax and social insurance result in a lack of reference to fixed
regulations or legal precedents. The interpretations of the Minister of Finance conflicting with judgments of the administrative courts make it impossible to predict uniform fiscal
consequences for specific transactions.

Frequently occurring differences in opinions on the legal interpretation of fiscal regulations, both within the state authorities as well as among various authorities and enterprises,
create areas of uncertainty and conflicts and as such lead to the loss of reliable business partners in foreign transactions. This state of affairs may also lead to resigning from
profitable projects and transactions only to ensure fiscal safety for the Company.

Given these circumstances, the tax risk related to economic activities in Poland is considerably higher than in other countries with a much more developed fiscal system.

Additional factors which call for adequate tax risk management are high potential penalties for a tax offence or misdemeanour and the generally pro-fiscal approach of the Polish
tax authorities. Entities engaged in economic activities must take into account the fact that following a mistaken interpretation of the law, an employee error, or incompetence of the
officials, the entity may inadvertently create an outstanding tax liability. The tax authorities may carry out inspections and verify records of economic operations posted in the
accounting books for a period of up to 5 years of the end of the tax year in which the tax returns were submitted.

Financial risks

The Financial Risk Management Committee operating in Grupa LOTOS is responsible for the supervision and co-ordination of the financial risk management process in the
Company. The main goal of activities in this scope is to:

reduce cash flow variability,

increase the likelihood of achieving budgetary and strategic goals,

ensure short-term financial liquidity,

maximise results on market risk management with the assumed risk level,

support projects aimed at organising financing for investment activities.



Management of the petroleum product and raw material price risk is of particular importance for Grupa LOTOS. The concept of the management of the petroleum product and
raw material price risk covers the period to the end of 2010 which is in line with the completion horizon for the 10+ Programme.

In addition, the Committee works on the management of the risk of prices of (C02) emission allowances in accordance with assumptions contained in the “Strategy for the
management of the risk of prices of CO emission allowances in Grupa LOTOS”. Pursuant to various stages of the Kyoto Protocol, it currently covers the management horizon until
the end of 2012.

Foreign exchange risk is managed in accordance with assumptions of the “Strategy for the management of the FX risk in Grupa LOTOS”, and the management horizon is set in

accordance with the rolled planning period.

The US dollar (USD) is the natural currency of the operating market of Grupa LOTOS. The currency is used in oil and petroleum product price quotations. Therefore, Grupa
LOTOS has a structurally long position in USD in connection with its operational activities. For this reason it was decided that the USD was the most appropriate currency to incur
and repay long-term loans and finance the 10+ Programme.

Interest rate risk management is based on the expected repayment schedule for the loan incurred to finance the stocks and the 10+ Programme. The interest rate risk pertains to
the interest fixed on the LIBOR USD variable interest rate.

Liquidity risk management in Grupa LOTOS consists of the monitoring of expected cash flows and available sources of financing and adjusting asset and liability maturity dates,

the analysis of the working capital and the provision of access to various sources of financing.

Credit risk for financial transaction partners is managed through ongoing monitoring of the credit exposure for the limits set. The transaction partners must hold the appropriate
rating awarded by the leading rating agencies or hold guaranties from institutions which meet the minimum rating requirement. Grupa LOTOS enters into financial transactions with
reputable companies of good creditworthiness.

As regards the management of credit risk for non-financial transaction partners, all customers applying for trade credits undergo a creditworthiness assessment. Limits are
awarded on the basis of results achieved. The evaluation of customers and limit awards are reviewed by the Credit Committees of the Capital Group’s companies.

Given the current macroeconomic situation resulting from the global economic slowdown, the Management Board of Grupa LOTOS decided to intensify actions aimed at ensuring
financial liquidity of the Company. The Anti-Crisis Package implemented at the beginning of 2009 brought considerable savings and improved cash flows. In 2010 Grupa LOTOS

assumes further implementation of the cost effectiveness programmes.

The principles and instruments of financial risk management and the impact of the most important risk elements on the development of various areas of the financial
results are presented in the consolidated financial statements under Additional information and explanations.

Risks related to exploration and exploitation activities

As a result of the global economic slowdown, the development strategy for the exploration and exploitation sector and plans for the implementation of the strategy could be verified
and adapted to the economic operating conditions. Potential risks in the exploration and exploitation sector include:

exploration risk for potential resources,

limited access to external financing,

variability of market conditions in terms of oil prices and US dollar and euro exchange rates,

operational risks related to the exploitation of carbohydrates,

low efficiency of the auxiliary activities which support the exploitation processes,

the processing risk of deposit development.

It should also be stressed that as regards exploration and exploitation activities, preventive actions are being carried out on an ongoing basis. These actions involve the continuous
monitoring of the market and macroeconomic factors, project evaluation, and the making of decisions on the basis of previous geological and deposit analyses.

Risks related to the raw material supply

Grupa LOTOS continues activities related to the adopted strategy of oil supply diversification by focusing on two key aspects of this strategic goal:

the safety of oil supplies: clearing the alternative oil supply channel by establishing a presence in the international oil market, regular contracting of supplies of various brands of
marine oil — with the potential for a dramatic increase in the share of such oil in total oil supplies if the continuity of supplies from the basic source is endangered,

an improvement in competitiveness — through complete utilisation of the coastal location of the Gdarisk refinery and the possibility of receiving supplies from two independent
channels: Russian oil through the Druzhba pipeline and various types of oil available through Naftoport. The appropriate selection of oil brands is based on ongoing

optimisation.

Operating risks

Risks related to the 10+ Programme implementation

Given the fact that the implementation of the 10+ Programme is nearing its end, the related risks are reduced. Still, the risks are being monitored and controlled. These risks
include, among others:

= supply or installation of faulty devices and materials which calls for repairs or replacement and increases the costs and causes delays,
= economic downturn of the subcontractors caused by various phenomena resulting from the global crisis and resulting in delays in investment completion, loss of advance



payments and the need to acquire additional materials,

construction faults resulting from difficult working conditions or non-compliance with the procedures resulting in the suspension of works as well as budget delay and excess,

failure to achieve full process parameters for the facilities being commissioned because of latent design defects resulting in lost profits or additional costs required to achieve the
basic design parameters of the facility,

adverse weather conditions resulting in delays and damage to the installed devices,

protests and objections of persons or external institutions caused by the environmental impact of the investment resulting in the suspension of works and delays or the

suspension of administrative decisions,

accidents resulting from difficult working conditions or high intensity of work in the same area or OHS non-compliance,

periodical suspension in lending resulting in the suspension of works from the lack of funds,

the risk of euro appreciation when the majority of contracts is euro-denominated.

The progress of the 10+ Programme implementation | |

Environmental risks

There are certain environmental risks to the operations of Grupa LOTOS, the key risks being:

= the risk of non-compliance with the environmental law provisions and requirements (domestic and Community),
= the risk of lack of CO2 emission allowances,

= the risk of a major industrial failure.

The likelihood of the risk related to non-compliance with the national and Community law is minimised by ongoing monitoring of the environmental law requirements, efficient
implementation, and active and effective participation in the legislative process involving legal acts. Identified legal requirements pertaining to environmental protection in the form
of information or orders are provided to all locations in the LOTOS Group, to which the provisions of the law pertain. The process of obtaining all the permits is carried out with
proper time reserve which takes into account the risk of prolonged administrative proceedings and guarantees obtaining the appropriate document in time or in advance.

Risk management in relation to legislative changes also involves activities related to obtaining the sufficient number of allowances in a given time for facilities participating in the
EU CO2 emissions trading system and obtaining new allowances. The Company is implementing this process as part of the 10+ Programme. The commissioning of new facilities
requires additional emission credits which may be awarded when the adequate documents are submitted to confirm that the new or modernized facilities achieved full

manufacturing capabilities and the commissioning process is complete.

Comprehensive identification and update of environmental risks as well as preparation of the method of eliminating consequences of potential technological faults is necessary to
reduce the likelihood of threats and minimise the effects of unwanted situations involving an industrial failure causing excessive pollution to air, water and/or ground. Preventive
tests are carried out in the refinery to check the technical condition of the devices. The refinery also applies numerous modern warning and fault-prevention techniques, involving
carbohydrate, hydrogen sulphide and flame sensors or visual monitoring of the pipeline routes. Regular training in failure response is carried out to ensure fast and effective
response to potential failures.

Process and technical risks; risks related to occupational health and safety (OHS)

The process and technical risks involve threats related mainly to processed substances, technological processes, devices and equipment used, as well as operating conditions

related to high pressure and temperature parameters.

The OHS risks are related to the exposure of personnel to onerous or harmful conditions connected with the performed work and the proximity of the technological processes
which may ultimately lead to accidents at work or occupational diseases.

In accordance with the binding provisions of the law and internal regulations, the Company regularly identifies threats in each workplace and evaluates the occupational risk also

for explosive atmosphere, noise, vibration, chemicals or biological substances in the working environment.

Generally used means and measures of work safety are aimed at minimising identified risks. Actions undertaken by the Company extend beyond the scope identified by the Polish
legislation. In order to reduce the likelihood of unwanted events, Grupa LOTOS regularly implements new technical and organisational solutions to increase the awareness and

involvement of the personnel and ensure safe working conditions for all the persons who remain and/or work in the vicinity of and for Grupa LOTOS.

The Concern also pays particular attention to procedural requirements obligating Grupa LOTOS to train the personnel in methods of operating complex devices and equipment or
using hazardous substances. The system-wide principles and requirements, in particular employee compliance with rules of safe operation and work performance are strictly



controlled and enforced.

For years, Grupa LOTOS has applied Best Available Techniques in the manufacturing processes. The process installations are fitted with safety and protection systems and multi-
layered protection systems in addition to BAT (i.e. prevention, protection and counteraction layers).

Risk of stricter quality requirements applicable to petroleum products

Grupa LOTOS performs ongoing monitoring of drafts of new standards and ordinances affecting the sales and manufacturing activities of the Concern. The source of information
about future changes in quality requirements is Technical Committee 222 of the Polish Committee for Standardization, competent for petroleum products and operating fluids.
Through active participation in the works of the subcommittees of the Technical Committee 222, Grupa LOTOS is able to express its opinions on the new European standards
when drafted.

Grupa LOTOS has an additional impact on the level of quality requirements, in particular requirements applicable to engine fuels, through participation in the works of an industry
association, the Polish Organisation of Oil Industry and Trade. This participation considerably mitigates the risk of late adjustment to future quality standards applicable to

petroleum products.

In 2010 a change in quality requirements for petrols and Diesel oil is planned, involving the modification of the permitted content of biocomponents. Work is underway to permit the
marketing of petrols with an ethanol content of up to 10% and Diesel oil with a FAME content of up to 7%. Grupa LOTOS is already prepared for such changes which pose no
threat to its continued operating activities.

Sales risks

Grupa LOTOS’ macroeconomic environment has an important impact on the sale of the Company’s products, particularly in the time of economic slowdown. During the economic
crisis, the reliability and liquidity of business partners which is determined by the liquidity of their payers, becomes essential. That is why a policy providing for transaction security
and the control of receivables is of prime importance.

The extent to which rules for the establishment of collaterals are applied, and the current and future standing of market entities will be mainly determined by the policies of financial
and insurance institutions. A more restrictive credit policy may mean that access to collaterals applicable to trade transactions such like insurance guarantees, insurances, letters

of credit, working-capital and investment loans, will be limited or completely unavailable.

Thus, in 2009 and 2010, key risks of the trade activity of Grupa LOTOS comprise:

reduced demand for fuels and other petroleum products resulting from the world-wide economic recession which may contribute to a smaller growth of sales than assumed;

the appearance of new importers of petroleum products from various geographical territories, seeking sales opportunities in Poland and running aggressive pricing policies,

competitors’ aggressive pricing policies,

reduced transit of goods through Poland,

reduced number of air flights in the world,

reduced number of road contracts and extending bid procedures related to road investments,

reduced traffic of ships in Polish ports as a result of a drop in export/import,

reduced industrial production resulting in smaller demand for lubricants, fuels and other petroleum products.

Risks and opportunities related to the Company’s social situation

The effects of the global economic slowdown observed in Poland resulted in changes in the Company’s operations. In 2009, an Anti-Crisis Package was introduced and projects to
improve the efficiency of operations were initiated, bringing savings in particular segments of the Company’s activities. Meetings between staff and senior management, on-going
information on the Company’s standing, surveys among the employees of the Capital Group, as well as periodic meetings under the internal communication “Let’s talk about
LOTOS” programme produced active cooperation between the staff and the management in implementing the provisions of the Anti-Crisis Package. Owing to the significant
commitment of the staff and the management, the cost discipline and the implementation of new system solutions, we managed to achieve the budgeted economic ratios and
savings set out in the Anti-Crisis Package. The Company’s situation is stable and employees have a great sense of responsibility for the results of their work. Currently, no
significant risks of the social nature are identified. The implementation of the 10+ Programme resulted in the necessity of additional staffing in the production and technology
divisions. The recruitment of young, educated and committed employees allowed a change in the age structure and the introduction of new innovative solutions.

Costs of the implementation of hedging strategies

While planning strategies to secure against risks, the Company analyses necessary expenses and potential benefits arising therefrom. Such expenses should not exceed the
financial consequences that Grupa LOTOS would have to bear if the risks materialised. Therefore, all risk reduction plans are implemented upon their profitability analysis.

Expected changes in identified risks

Grupa LOTOS analysed how the identified risks might develop till 2012. It was evaluated to what extent the probability and financial consequences of such risks may change in
that period. As an effect of the above analyses, it was observed that many risks would have a comparable impact on the Grupa LOTOS in the whole term of the strategy. When
the 10+ Programme is completed, operational risks and the related risk of reduced access to external sources of finance will decrease. However, risks relating to competitive
activities are likely to increase because of the bigger probability thereof. This is why Grupa LOTOS undertakes the relevant actions and implements adequate strategies to prevent
risk consequences.
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and outlook
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Operational conditions

The economic situation in 2009 was better than expected by the market. The largest economies of the world started accelerating which slowed the drop in global GDP significantly.
The global economy was, however, still very sensitive to any negative signals. The economic slowdown was reflected by the drop in demand for crude oil. For Grupa LOTOS, this
was a very demanding period. Thanks to the implementation of the Anti-Crisis Package, covering cost-cutting measures and implementation of streamlining programmes, Grupa
LOTOS managed to complete 10+ Programme investments as scheduled and its net financial result, although earned in difficult economic conditions, substantially exceeded the
projections of analysts.
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External conditions for development

Economic indicators for the world economy for 2009 show, similarly to the previous year, that the economic environment is very volatile. Throughout 2009 the world economy
shrunk by 0.8%, yet the specificity of that change was not uniform.

We could observe strong diversification of economic changes by geographical territory. On the one hand, the following key global economies recorded a significant drop in GDP:
2.4% for the USA, 5% for Japan, 4.2% for EU states, and 7.9% for Russia. On the other hand, economies of developing countries, including China (8.7%) and India (7%) grew by
2.1%.

Rate of GDP growth in the years 2009-2010

B wcast for 2010
Source: inhouse study based on IMF data (January 2010), Eurostat (March 2010)

The global economy ended 2009 with a negative growth in GDP, however, the rate of that drop was smaller than it had been expected in 2008. Economic improvement, faster than

estimated, was mainly noticeable in the second half of the year in the USA and EU states, which resulted in the forecast growth of the global economy (by 3.9%) in 2010, including

the USA (2.7%) and the EU (0.7%).

The better evaluation and macroeconomic perspective of the end of 2009 may be threatened by a number of economic risks, including, but not limited to, increasing unemployment

(EU states), withdrawal of emergency government programmes, and the significant disproportion of the rate of growth.

Poland — macroeconomic environment

In 2009, the Polish economy recorded sound economic results in comparison to other EU member states. The annual growth in GDP was 1.8% and increased quarter by quarter.
Domestic demand decreased by 0.9%, however, individual consumption increased by 2.3% in comparison to 2008.
In 2009, total retail sales grew by 4.3%. Good domestic sales could be achieved owing to a relatively stable situation in the labour market. The registered unemployment rate grew

by 2.4 pp to 11.9% and the level of salaries in the economy was higher than in the previous year.

Situation of the refinery sector

In 2009, this sector was mostly influenced by the global economic crisis which resulted in a decisive drop in demand for fuel, in particular diesel oil whose consumption is mainly
determined by the economic standing of enterprises. Reduced demand had a negative impact on refinery margins which dropped to the smallest level for the first time ever since
2002.

Refinery margins (USD/bbl)
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The fall in global GDP directly contributed to the drop in demand for crude oil. This was mainly influenced by developed countries, while developing states recorded a growth in
consumption. It is expected that in future developing states will have a bigger impact on the growth in consumption (Oil Market Report, February 2010, IEA). The market forecasts
an average world demand for that raw material in 2009 of around 84.4 mb/d, i.e. by approximately 1.7% less than in 2008 (given the average estimated demand of 85.9 mb/d).
While in the European market, the reported demand for crude oil was around 15.3 mb/d in 2009, in comparison to 16.1 mb/d in 2008. The rate of decrease in the consumption of
the raw material in Europe was bigger than globally and reached 4.7%. It is important to note that, given the simultaneous drop in total demand, both global and European markets
recorded a quarterly improvement in the consumption of the raw material (Own study based on OPEC data (Monthly Oil Market Report, February 2010), IEA (Oil Market Report,
February 2010), EIA (Short-Term Energy Outlook, January 2010).
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Year 2009 was characterised by quarterly growths in oil prices since the average raw material price was up to almost 37% smaller than in the previous year and amounted to 62
USD/b. Such a growth was, on the one hand, determined by the weakening American dollar and, on the other hand, increasing demand as a result of improvement in the
economic situation. Oil prices changed from slightly over USD 40 in January to almost USD 80 at the end of the year. Such a trend is one incentive for taking up investments in the
area of crude oil exploration and exploitation.

International fuel market

(Market Report, January 2010, EIA (Short Term Energy Outlook, February 2010, Mid-Term Oil Market Outlook 2009-2014, JBC, October 2009)

It is estimated that in 2009 demand for oil refining products dropped by almost 1.8%. The biggest changes were recorded in the case of demand for air fuel JET (-5.3%) and light
fuel oil (-4.9%). The global consumption of diesel oil, as initially estimated, decreased by 1.8%, while the consumption of petrols slightly increased. Such a global demand for fuels
is an effect of the drop in demand in developed states

Fuel consumption in the world (thousand b/d)
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In the European market, the estimated drop in demand in 2009 was 3%, including a decrease in petrol consumption by 4%, JET fuel consumption by 4% and diesel oil

consumption by almost 3%. Demand for diesel oil and air fuel is expected to increase.

Polish fuel market

(The data source is POPiHN)
The consumption of liquid fuels in Poland in 2009 was rapidly growing (by 5.3% in comparison to 2008) and amounted to almost 21.7 million m® of products.

Fuel consumption in Poland (thousand m3)
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Source: inhouse study based on POPiHN data.

In Poland, petrol cars are the most popular and constitute 65% of the market. Demand for petrol is determined by individual customers, for whom an important factor is still the
balance between retail prices of petrol and alternative diesel oil. Compared to 2008, the domestic fuel market recorded a growth in petrol consumption by 4.8%. The volume of
demand for that product reached the level from 2007. Taking into consideration market maturity, such fluctuations should be considered as excessive.

The number of cars with diesel engines is much smaller than cars with petrol engines. However, given their purpose, such vehicles generate high diesel oil consumption. The
share of diesel cars in the domestic market has been systematically increasing both globally and in the segment of passenger cars. The last year was another period in which the
consumption of diesel oil in Poland increased. The growth in demand for that product was bigger than the rate of growth of the total fuel market and reached 6.4% in comparison to
4.3% in 2008. It is estimated that the growing trend in diesel oil consumption will be maintained in the nearest years, which should be supported by the development of road
transport and diesel engine technologies. In accordance with world trends, the Polish fuel producers maximise the production of medium fractions, therefore they will be able to
supply the market with domestic products to a much bigger extent.

In 2009 the sale of air fuel dropped by 5% and amounted to 0.5 million m°. The domestic consumption of this product resulted from the worse economic situation in Poland and in
the world. Compared to the previous year, Polish airports served 8.2% less passengers and the number of paxes (number of departures and landings of aircrafts) decreased by
7.7%. Such a situation was a consequence of the global fall of passenger transport (by 2.9% in comparison to 2008) and cargo transport (by 11.1%). Air fuel is a product that is
particularly sensitive to economic changes, therefore demand may grow significantly if macroeconomic conditions improve. In 2009, monopoly in the Polish air fuel market was
broken — the subsidiary, LOTOS Tank, launched its own fuel base in the Gdarisk airport Rgbiechowo.



In 2009, domestic sales of LPG amounted to over 3.9 million m? and was 6.1% smaller than in 2008. This was another year in which the consumption of that fuel dropped in spite
of the growth in the number of vehicles equipped with a gas system. The growth in the number of cars run on LPG does not translate, however, into the growth of fuel sales since
newer vehicle models consume less fuel. At the same time, older vehicles with gas installations are being scrapped. The shape of the LPG market shows that it is mature which
means that product consumption should not change significantly in the following years.

In 2009, similarly to previous years, the consumption of light fuel oil decreased. However, that drop was smaller than in 2008, when it reached almost 15%. The consumption of
that fuel in 2009 was 1.4 million m® and was 2.9% less than in the previous year. Smaller demand for the product results mainly from the growth in the importance of other energy
sources whose prices are relatively small.

Situation in the retail fuel market in Poland

In 2009, Poland continued actions aiming at the segmentation of the retail market of fuels and the adjustment of its offer to customer expectations. Market segmentation consisted
of the visible separation of premium and economic stations. The Polish petrol station chains were streamlined mainly by way of the termination of patronage agreements. Particular
activities are observed in the field of motorway petrol stations (Traveller Service Stations), where premium stations are located. As a part of the development of the motorway
network in Poland, the General Directorate for National Roads and Motorways planned to fix around 100 Traveller Service Stations by 2015. However, the activity of fuel
distributors in the economic sector, i.e. the sector of retail customers that are most sensitive to product prices, decreased noticeably. Although the price of fuel influences the choice
of a station, customers mainly take into account a location criterion. In addition, still a small percentage of users declares that they use self-service stations (3% of customers use
such stations regularly, 19% use them occasionally; 78% do not use them at all, source: Moto Scan 2009, Petrol Stations. December 2009).

At the end of 2009, the number of stations in Poland included over 6,700 facilities and was by 138 sales points bigger than in the previous year. Changes in the retail market of
petrol stations in Poland may be defined in three basic areas:

= the drop in the number of stations and the reorganisation of the domestic sales network of petrol producers,
= the growth in the number of stations owned by foreign concerns,
= the permanent drop in the number of independent petrol station operators.

The number of petrol stations in Poland
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Internal conditions for development

In 2009 Grupa LOTOS’ development directions and actions were determined by two key concern projects: the 10+ Programme and the development and implementation of the
Anti-Crisis Package. The major goal of both projects was, on the one hand, to ensure the financial liquidity of Grupa LOTOS and, on the other hand, to prepare the Company to
market requirements in the time of economic recovery. All companies coming within the LOTOS Group were involved, to a different extent, in the execution of both the 10+
Programme and the Anti-Crisis Package. Undoubtedly, year 2009 required great commitment of all employees.

10+ Programme

The 10+ Programme is connected with the expansion of the refinery in Gdarisk. The total value of this investment programme exceeds PLN 5 bn. This is one of the biggest
projects of this type in Central and Eastern Europe.

As at the end of 2009, the Company used approximately 81.8% of credit facilities allocated to the 10+ Programme. Apart from creditors’ funds, Grupa LOTOS also used its own
resources to finance the 10+ Programme to an extent defined by the credit facility agreement, generated by its operations. At the end of the fourth quarter of 2009, 94.74% of work
under the 10+ Programme was completed. "The Human Resources 2009 — 10+ Programme" Project providing for the employment of 120 operating employees to operate the 10+
Programme installation was completed in 100%.

During the economic crisis, suspending investments and freezing expenses could seem to be the simplest and best solution. However, such a decision would weaken the
competitive position of the concern and the Company would not be able to compete efficiently in the market in times of a better economic situation. To ensure financial liquidity and

investment security in the Capital Group the Company implemented the Anti-Crisis Package.

Anti-Crisis Package

On 10 February 2009, the Anti-Crisis Package was launched, the primary aim of which was to provide financial liquidity in 2009. The premises for the Package were the
continuation of the 10+ Programme, no limitations in outlays on the Spring 2009 Overhaul Down-Time and the parallel reduction of all costs and expenditures that were not
absolutely necessary.

The Package focused on cost cutting measures, rational reductions of investment outlays and the implementation of streamlining programmes. The actions taken involved revision
and selection of planned and ongoing projects, based on which Grupa LOTOS took the decision to withdraw from any investment outlays that did not have to be borne in 2009.

The introduction of the Package was preceded by broad consultations with lawyers and trade unions. In compliance with the transparency principle adopted in Grupa LOTOS, the
objectives and premises of the Package were thoroughly communicated to all the stakeholders. After the implementation of all the measures provided for in the Package, Grupa
LOTOS regularly monitored its execution and the tasks included therein were subject to systematic assessment and revision. The Package resulted in savings of PLN 722.5 m for
the LOTOS Group, almost double the amount planned at its launching stage.

Execution of the Anti-Crisis Package

Investments Cost cutting measures Streamlining
programmes

PN 219 m LN 93 m N 118 m

N 470 m PN 91 m N 161,85 m

The cost saving objectives of the Package were exceeded in all its areas, i.e. cost cutting measures, streamlining programmes and investments. The largest share in the savings

made by its execution had the reductions of investment outlays, while more than one-fifth of the saved money came from the streamlining programmes.

Savings made by the execution of the Anti-Crisis Package (by source)



Cost-cuttng measures: PLN
91m

Streamiining projects: PLN
161.6m

Reduction of investment
outdays: PLNA70m

B Reducion of mesrment cutiays ] Streamining
projects
I Costoming measures

The launch of the Anti-Crisis Package was accompanied by the first social agreement ever to be concluded in Poland. The consensus on this agreement was reached by the
Management Board, all corporate trade unions and the Council of Employees. In course of the negotiations, representatives of employees agreed to freeze remuneration in order
to protect workplaces. Every month, special meetings of the Management Board of Grupa LOTOS and employee representatives were held to monitor the situation in the Company
and the progress of the Package implementation.
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Trends and outlooks

The International Energy Agency (IEA) forecasts that the global demand for oil in 2010 will keep growing. According to IEA, the main source of this growth will be the surging
demand for energy raw materials in two countries with the highest population potential, i.e. China and India. Moreover, IEA expects that the global economy will come out of the
crisis so slowly that not earlier than in 2012 will the global oil consumption return to the 2008 level. Finally, experts project that countries that are not OPEC members, or so-called
emerging markets, will account for 90% of the increased global energy consumption until 2030.

During a meeting at the end of 2009, the OPEC representatives decided to maintain the present production levels. The decision was based on the premise that the real oil price
between 70-80 dollars is a fair price. According to the representative of Saudi Arabia, the largest global exporter of oil, the oil market is stable at present, its changeability is

minimal and the price adequate. He also stated that the level of USD 75.00 was satisfying, both for the producers and consumers of oil.

The International Monetary Fund estimates that the average annual oil price in 2010 will be higher than in 2009 by 22% and it will amount to USD 76.00 per barrel (average for
Brent, Dubai and WTI blends).

The stability of oil prices will be reflected in the gradual improvement of refining margins and the differential, which will lead to the gradual improvement of profitability in fuel
companies. However, this process is not going to be a rapid one, as a number of refineries all over the world are operating at reduced production capacities.
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Financial and economic standing

{

Mariusz Machajewski

Vice-President of the Board
Chief Financial Officer

Dear Stakeholders,

The year 2009 was another period of difficult macroeconomic conditions around the world. The oil industry in particular was hit by low oil prices and decreasing margins, especially
in relation to medium distillates. From the point of view of the LOTOS Group, the low processing efficiency of our basic grade of crude oil, manifesting itself in the very low level of
the so-called Brent/Ural differential, also had a negative impact. In this unfavourable environment, enterprises around the world were forced to take cost-cutting measures and pay
particular attention to their financial liquidity. The LOTOS Group was one of the leaders in these initiatives. Already in the first half of the year an Anti-Crisis Package was
introduced, reducing investment projects and optimising costs. It should be emphasized that the implementation of this Package had no negative effects on the execution of the
investment projects which are essential for the future value of the LOTOS Group; on the contrary — it ensured their uninterrupted execution and secured the Company’s financial

liquidity.

The unfavourable macroeconomic conditions did not disrupt the implementation of the strategy of the LOTOS Group. The year 2009 was yet another period of growing sales,
especially in terms of medium distillates. This is of the utmost importance, considering the planned increase in our processing capacity upon completion of the 10+ Programme.
This investment project, which is currently the most important project of the LOTOS Group, was carried out last year according to plan. The first production plants were
commissioned: a hydro desulphuriser (HDS) and an atmospheric and vacuum distillation unit (CDU/VDU). The economic benefits resulting from the newly commissioned plants will
be visible in 2010, as they will allow us to increase crude oil processing to approx. 8 m tonnes, with further increase to 10.5 m tonnes per year after the completion of 10+

Programme.

In terms of oil extraction and production, activities were carried out in the Baltic Sea and the Yme project on the Norwegian Shelf continued. We anticipate first financial effects of

crude oil production from the Yme field to be registered after exploitation in the second half of 2010 is launched.

Despite the unfavourable impact of external factors - low oil prices, drops in refining margins and the Ural/Brent differential — in 2009 the LOTOS Group generated an operating
profit of PLN 419.8 m. This result was a consequence of implementating efficiency-fostering initiatives, as well as the revaluating inventories resulting from a reversal of the
decreasing trend in resource prices in the second half of the year. The positive balance of financial activity, attributable mainly to gains on FX differences resulting from the
revaluation of loans and borrowing, had a positive impact on the net profit from continued operations from 2009 to the amount of PLN 911.8 m, and on the net profit attributable to
shareholders of the parent company at PLN 900.8 m.

The introduction in 2009 of the the Anti-Crisis Package and a number of initiatives improving our financial liquidity as well as availability of further tranches of long-term

funding guaranteed in the preceding years, allowed for the uninterrupted implementation of key investment plans of the LOTOS Group. Despite the difficult market situation and the
negative results reported in the first months of 2009, there was no need for debt restructuring, which demonstrates our financial strength and a robust and consistent management
of the Company. It was not without significance for the perception of Grupa LOTOS that the Company received additional capital by a contribution in the form of shares in LOTOS
Petrobaltic, LOTOS Jasto and LOTOS Czechowice, formerly remaining in the hands of the State Treasury.

Dynamic growth caused the value of investment outlays incurred in 2009, particularly on the 10+ Programme, to approach PLN 3 bn. This certainly had its impact on the structure
of liabilities of the LOTOS Group. Debt ratios reached elevated, though anticipated, values. One of the Company’s key tasks for the future will be to lower the debt leve